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ABSTRACT / ^' 

H.B. "13367, the Fiscal Assistance Amendments of 1976, 
is designed to extend and amend the' State and Local Fiscal Assistance 
Act of 1972, commonly known l^s the "revenue sharing" Act. This 
program is intended to provide general financial assistance to help 
support public Services that aire the responsibility of the states and 
their general purpose units of local government. Since this 
assistance is not restricted to any particular services or functions, 
the Committee on Government Operations has included provisions 
intended to assure that citizens are afforded an opportunity to 
participate in the determination of the use of these funds by their 
state and local /gavernme nts. The committee has also included specific 
provisions to assure that the funds are expended without 
discrimination, and that financial accounts are examined l?y outside 
auditors. This legislation, like the 1972 Act, establishes a program 
of limited duration so Congress may decide in the light of further 
experience and new developments whether or not it should be 
continued. (Author) 
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.--Mr, Hrooks. from the Committee on Qovernment Operations, 
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topjethcr witli 

ADDTtTCWAL. SUPPLEMENTAL, AND mNORITY VIEWS 

■ ■ ^ * 

r IiicludinK cost estitnato and (*r)mparison of tlio Conffrossional Biidpot Ofllcel 

[Tq J?cainpany II. H. 133671 
» ■ . 

Tlio (^onrhnittee on Government Operations, t-o whom was refen'ed 
t!ie hilN(H.R. 13307) to extend a,nd amend the St^ite and LocAI Fiscal 
Assistance /\c\ of 1!7T2. and for oilier purposes, liavin^ considered the 
same, report, f^.vorahly thereon with amen dements and recommend that 
tlie hill^as amended do pass. * 

The amendments made by tlie Committ<*e on Government Operations 
<( rikOfOiit the matter printi^l iif 1inetyj)e and inpfert tlie matter prin|gd 
in itnlic'type in tlie reported bill. 

T. Stait.mknt of PmrosE 

l)i.'U>7, the Fiscal Assistance Amendments of 107G, is desi^rnecr 
(() extend and amend tlie State and Tvocal Fiscal Assistance Act of 1972, 
commonly known as tlT^ "revenue Bliarin^'' Act. TJns pro^ftm is in- 
tended to provide ;?enfifal financial assistance to lielp support public 
services that'aro the respqjisibility of the States and their general pur-^^ 
pose units of lf>cal ^rovomment. Since this assistance is not restricted to 
nny particular services or functions, the Committee has included pro- 
visions intended to assure that citizens are afforded an opportunity to 
partiiMpate in the deif^rmi nation of the use of these funds by their State 
II nd locnl ^rovernments. The Committee has also included specific pro- 
visions to assure that the funds are expended without discrimination, 
and that financial accounts are examined by outside auditors. This leg- 
islation, like the 1072 Act, establishes a pro<rram of limited duration so 



tliat (\)ii^n-('ss luMV <lr< ul(' in tJic li<i:lit of furtlie!' cxpcriciKM* and new 
Mcvclopmrii!^ wlic'thor or not it sliould bi' continniMl.. 

I I . l^ACKOrtOUNl) 
A. I,l^ilSI.A'ri\ n IIIS'I'OHV ok THK ll)72 ACl* ^ ' 

The St;it<- :ind I.ik'iiI Im^cjiI A-sist>in(v Act of H'Ti:! was si^rntMl intp 
hnv on OdnhtT liiT'J. after n lon<: pci'iod of dt'hatc. Wlicn tins i vpo 
(»f unronOi^onal Federal aid was lii'sl jn()[)OS('d in VMW In' Dr. Walter 
Ili'llrr. I hen Cliairnian of the founeil of Kconfinne Advisers, it was 
ijiternled to stirnnlate tlie economy l)y earnnirkin^i; an anUcipatpl 
l'*ed«'ral ^nrphis for di>t ril)nt i(9n to'l-lie States. Paynienl- wyn- to l)e 
nijfcde (»nl\ lo State <:overnnanns. Tlie Slates, at tli>ir di>cretn)n. c^^uld 
allocate a' portion of the fund.s to Incal ^xC^vernnionts. 

It Hnl)se(pientl y became evident that in order for sneli le^n>lntion to 
be pollticully act'ept}d)h\ it would hnve to |)ro\ i<le for dir(vr payments 
to at Iciust the lar^^^er local ^^overnmentf?. As liiially ei)act(Ml. the Act 
/Tuanintecd antonwitic payments, without applications, to all States 
and to virti^^all V all /general purpose local ^rovernments. 
' Tho Act j)ro\'ided $30.2 biirK)n for tlie fiv(^ calendar. years l'.>rJ 
thi'on^di P.»?t''. with ])avments conmioncin^:: at $r).:M)illioir b^- ipT*J 
and incri'a^iiV' ammallv to a lev(d of billion in 11)70. Tho lii-st 
payments, mad(^ ret roacM^i ye for all of 1!)7l^> were sent to recipients in 
DocoTTibor 11)T'2. 

•The funds are distributed amon<j: the States and lo<»al ^rovernments 
OR the basis of fornndas that tal«\in account their'varyin^^ econonnc 
circnmstan(TS. Two-thirds of the total is di.stributed to loc4il ^rovern- 
ment.s and one-third to^he Statics, b(?c;ause tlie local units were viewed 
as having, the more pressing financial problems and more limited ta.x- 
capabilities. 

The le^^islative lustory indicates that Congress enacted tlus pro^n-am 
wit'h a variety of perceptions of its objectives. For ej(ample> some 
Members vi(»w'ed the pro^nun ti^ purely a liscal devHce to ease the tax 
luirden of Stat<^ and especially local governments by sharin^^ nn.enue 
from the prop-essive and pi-oductive^Federal income tax; others saw 
it as a means of decentralizing^ political power in our federal system. 
Some believed the pro^rajn was intended to supplement existing Fed- 
eral rate^rorical (s]XMMal purpose) a.ssistance: others viewed it as a 
]^artial substitute for existing]: categorical progi^ams. Some ^feml)ers 
thought the j)rogram was intenrled to expand the activities of local 
and State governments to provide impoKant but unmet public needs; 
others saw it as a means of reducingor stabilizing local property taxe.s. 

The program establi.shed by the 11)72 Act is widely identifiexl as 
"revenue sharing.'' even though the law does not use that term and 
appropriates specified amounts from the general fund irrespective 
of thevsizc of Fedcr^al revenues. , - 

n. risf^ALrosrnoN of sta'h: and r/)rAT.Go\nRi^NMRNTS 

Fed'eral assistance to State and local governments has increased 
dramatically during the past 11 years, from less than $11 billion in 
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FY ;965 to almost $33 billion in FY 1975 ; a ftirtlior increase to noarly 
billioM is (\stiinatod for FY 1970. In tho.se 11 yeai'S, Fedoral aid to 
* State and local govcrmnents almost doubled as a propoi-tion of total 
Fedoral outlays ^ from 9 to 17 percont), and the Fedoral share of State 
and local expenditures increavSed from 15 to 23 porrent. 

Increases in State and local government tax revenues in recent years 
h|Lve been obtained primarily by rate increasos. 'Hiis has occurred 
because most State and local revenues are derived from sources that 
do not increase rapidly as personal income levels rise. In 1974, these 
^ governments obtained 72 percent of theif total tux revenues froxn 

property and sales tax — sources whose yields rise only proportionately, 
or less, with increases in income levels. Incomo taxes — whose yields 
rise at a relatively f^-ster rate as income levels increase — accounted 
for only 19 percent of their total tax receipts. 

The ol(l(M' central cities of the Nation have experienced a dispropor- 
tionate share of Hscal problems in recent years. Those citios hf^ve lost ^ 
lar<j:(^ numhors f)f midrlh* and liin^her incomo rosidonts to loss crowdod 
suhiirhs .and have itsually been frustrated in efforts to' adjust their 
poliliral boundariovS to incorporato ^le more affluent suburban com- 
munities that surround thorn. Consoquontly, the central citios have boon 
left with a liigli portion of low incomo and high cost residents. The 
financial plight oi many central cities is aggravated by the need t<^ 
raise taxos to compcnsato for a dwindling population and tax base, 
thereby creating a vicious cycle by ncccloi-at ing tli^ further exodus of 
higher income residents and business enterprises. 

The fiscal condition of 'State governments is generally much loss 
perilous. Although many States have experienced very significant 
changes in their economic growth patterns, they have generally been 
in a much better position to adjust thejr tax sources as these changes 
o(Viir. C'onsequently, they are generally experiencing less serious fiscaiJ 
difliculties than the urban cities. 

r. FISCAL SrONlFICANCK OF PROGRAM 

At the present time, the revenue sharing program accounts for 
almost 12 percent of total Federal assis;tance payments to State, and 
local governments. j 

-Approximately 38.000 units of local government, in addition to the 
vStates. receive re Venue sharing allocations which range, on an annual 
'-basis, from^the minimum payment of $200 to $263 million in the case 
of N^ew York City. 'V^^lile these allocation.s constitute a very high 
proportion of the budgets for some small jurisdictions, on an overall 
oasis the program provides approximately 5 percent of local expendi- 
tures and 2 percent of State government expenditures. These pay- 
ments, however, a.ssume much greater significance when compared with 
tax revenues. Shared revenues are equalto approximately 3 percent of 
State tax collections and 12 percent of the taxes raised by general pur- 
])oscJocal governments. In some instancOvS, local govem_ments receive 
allocations equal to 50 percent or^/nore of their total tax revenues. 

Because of imbalances between service needs and financial resources 
among States, and also among local communities, the distribution 
formulas of most Federal assistance programs are designed to be 
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>-w|.ializing-'-lhis is, to pay ii proporticnately larfrcn- share of hcncfits 
to the more need V States Hiul localities. , ,^ , i • 

The revenue sha.luK l.t-o^rain is no exception, altlrou^rh noe.l is 
lueasuml here bytlie fevel of expenditures for services as 1- 
he eve! of per , apita ix-rsonal income. For the year en.l.ufr .)un. ) 
i' tt Mississippi. New York, and Vermont will receive approx.ni.itelv 
$4 ) ner nsi.l.M t. ns .■oiii,.ared with .per capita allocations of ap).. oxi- 
matHv $2r or Ohio, Iilf.ana, and Florida. S milarly, ceiitnil cifies 
and rnnir rural coiiinmnfies generally receive larger per capita i.iy- 
inents than affluent 8ubui|l)au communities. 

" III. (\)Mivimm Co^•smKI^^\TION oi- Exit.nsion LEOiKi.A-noN 

Legislative iusisdictian over "general revenue sharing" was assigned 
to the C'ommiUee ou G<ivernment Operations at he beginning of he 
.<)4th (^)n.rress. This legislation had previously been assigned to the 
Wavs and Means (^omfittee. Revenue sharing constit^it^s the largest 
single' domestic progra n ever ..nactx-d by Congress, Itecogruzing the 
si n ficanre of the program and its impact on the Federal bu<lgct 
welVas tlie budgets of the recipient Sbate and local governments, the 
. oniinittee undertooJi an intensive review of the program 
■ Tl ' ratter w^A-ssigncd to the Intergovernmental Pelations and 
irumaiiJ{esourccTsubcoininittec whicli held two sets of comprehensive 

henriii^ on the subject. ,11 • t.J,. io7^ v^r, '•Flurnl 

First seven days of hearings .were/ held in July p .) on iMscal 
Relations in the American Fe.leral System" 111 order to develop an 
,m r ,1 riate background for evaluating the revenue sharing progn^m. 
, |;^;VJsl'•heariIlgs^ th^ sub<:omn.ittee obtained very .usef«l .testmTou>> 
from ci^perts'in the various specialized ..areas rff pubHc h-nanee. 

In September 1075, t lie ' Subcommittee began three months ot 
in depS eTr,n% t., take te-stimony both on the numerous ami vacied 
•evenWs aring bills introduced in the House and on the operation of . 

iTpro^nmi sm<:e 1972. The Subcommittee heard 101 witnesses, in^ 
. Indin^io Membei-s of Congress, representing a broad spectrum of 
viowToints and social philosophie,s. in addition, f, . organizations an 

, livhluals submitted written stat^menta for the ''^'^""f 
a tremendous number of communications were received from public 
(ifficials and interested citizens. - ... , • , 

F lowing the.<:omi)letion of public hearings, infomal discussions 
' were herd f?r the purpose of determining the position of the Memhe 
,,it5io various bills before 'the Subcommittee. Wieh it became evident 

l at m, , ngle bill was acceptable to a majority of the ^"t^comini ttee s 
,|„, vehicle for markup, a Working Paper was developed fo>- the 1 ; 
, se The Working PajJer, which presented as ol)]ectively as possil le 
rn rt<'e \f alternatives for each of the policy issues in which here iip- 
;K.ared t<Ahe interest, served as t^ie basis for marking up a bill in coir- 
lout A wi)le range of nrdposals for changing various provisions ol he 

resen\ \ t were%x^ined in detail by the Subcommittee: Fponthe 

, ncTusi on of the.so deliberations, a bill was drafted incorporat.nf^4i.e 
^ bcZn ttees decisions, and that draft bill was further refined m 
meetings until a clean bill lLR. 13 B , was .^I'Pn'-l^ A- 
tion bv the Subcommittee was completed on April ..0, 197(). attci 10 
fonnal mecti'n'gs devoted to markup. 



IV. C'oMMnTKK Action* om U.K. \:VM7 



Tho CoiTiirtittcc mot on May 4, 5, uiul i^n^liu to roiisid(M' iiiul tako 
action on II. R. in;U)7, tha clean hill approved hy the Suhcoiniiuttec 
Following the adoption of a miinhoi' of ampiulinoiit.s, descrihed later iii 
this report, tho hill was ordcM-ctl favoi'ahly reported hy a vole of to 
with a (|noruin [)i'esent. 

V. DlSCT'HSrON 

A. i:\ I'KNMON ( >K riU)(;it.\M 

('IVi'Hi, l^'uiidiiig, iiiul Knlill(Mncntb) 

Kiintlin/; for tlu* Stat(». and I^cal Fiscal Assistance A^t of iOTii 
expires on DxHT-inher 'M. H^TC). ILK. i:^:i67 will e.vtendtho pro^rrani for 
an additional three and tl)i'ec7(iuai-ters yeai^s to September :U), lt)H(). 
The purj^ose of the t hive-ouartei- year segment is to synch r()niz(MJu:- 
program with tho Federal Governnjent s new liscal year, wliicWit^ns 
on October l each ycai* and ter-minaTes on SH|>t4^fd)ernt7 of the follow 
^ingy(»ar. / 

. l)uring llielhrce an'd lhrec-(iu}irter year (\\tension, the program will 
.-^contimie ta hL funded at the leviO of funding for the last enl itleuit^nt 
pei'iod ujiule/the 197*2 act. Fnder tlu* 107ii act. entitlement poi'iod 7 
^^]u\y 1/ 197G, through DecemlKM' :\U 1070) pr(.vide.s for fimdincr at 
the i-al(^ of $:j.:525,{)()0,()00. On an annual basis, this reflects a funding 
i-ate of $0.05 billion. The ('onnnittee s legislation nrovidc^s for funding 
at that rate for ench of tlu*. three* fiscal years phis an appropriately 
adjusted amount for the 1 hree-([uai*t(!r fiscal year fi'om .January 1. 
1977, to Sept(Mnber :50, 1977. The committee also ant hori/us tbe funding 
of t he noncoulignous States adjustment amounts ih rough the t hree and 
( hree-ciuai-tei-s years at the present levelbf $4,780,000. 

The foruMihi foi' nllf)cating the $().(;r) billion fnnde availai)le by this 
legislati(m cliseussed mor'e fully ei?teu'here in this report. (See allo- 
cat-ion foi'mula.) hi essence, it is to be divided into two pfirts with $0.5 
i>iHion to bo^ dist ribnted unde„r the forunda in ihe"197-2 aet and^all above 
thai to be dist I'd^iTt (> I in n(:e*#flanee wilh a new fornnila designed to 
target sf)m(» additioruil fun(bng to*those juristlict ions with greatest 
necMl. ; . . ' .\ 

T.he billion funding for this t)rograin is to be mad'* available* 

throiigh an enfit l(un(Mit proc(Mlure in lieu of t1ie ant horiznt ions-a p|)ro- 
pi-iaftHiis procedure fo^lowiMlJn the 1[)7'2 Act. Tnder this procedure, 
■ the recipient State and local governments will b(»PouVc entitled tn the 
$*J'I.O-( IjiMion provided by'this legislation. 

' The (^ongn»ssi()nnl Hiidget and Impoundment Control Act of 19^4 
eonlainsa provision piMMuitt ing t luu'naetnient of spending authority by 
way of entitlemiMit. t'se of tin* ent iti-enient procecbire erfectively lakes 
tjie prf)gram out fron^undei* the auspices of the coneurrent resolution 
on the budget anrl the usual appropi-iations jt^'ocess of Congres*^. 

The proponents of the ent itlemejits procedure assert that this cer- 
tainty of T'(»ceipt, wil I enable tho Stale and local govei-nments to use 
tli(»se funds more efTicientlv. Tliose wlu) favor the eustomarv appropri- 
ations process (piestif)n whether re\'enuc sharing should be gi\'cj\ a pri- 
(irity ovei' f)lher Ferleriil [)rograin?^ such • as fialionnl defense. h«»altli. 
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B. AIJ/)(;ATI(>^ I'OItMULAS 

Kxcoi)t for tlu»,.a(f(lition of a now section moviding for Siipplo- 
luciital Fiscaly Assistiince (discussci;!' below) , aiic Conunittoo did not 
cliari^i:e tlie ineMiod of distribuling fiuids under the 19Y2 Act. 

TJio Act roHiVts a conii)roinise between the difTorin^j: fornudas ori^d- 
nally adopted by the lIous(* and the Semite. It also niakcH the alh)(a' 
tioii process njore flexible and ic^pon.sivo to the i)artic\dar circuni- 
stance.s of inilivicbial Stairs l)y ])rovldin^^ a clioice between two for- 
ntuhis foi" alloi'iitinn^ funds to ea<'h .State area (whirh includes both the 
State ^ovcrnnumt and its local ^overnnjcnts) : a 5- factor formula d(*- 
vcloped by tJie House, and a 3- factor fornu'ibi developed bv the Senate. 
The amount for each State area is tentatively computed under both 
'formulas and eac^li area is autonuit ieally /^dvcn an allocation based on 
wliichcvc!" of the two formulas yields the hi/j^hor payment. Tf either 
Alaska or Hawaii uscj^ the J^fnctor fornuda, its allocation is incieascd 
(in ac«'or(laiu-e with the, Xoncont imious States Adjtisiment) by the 
saiiu* percentage adjust nieut as appljes to the ba.se pay aHowances of 
Fcdcj'al (i()V(U*mnent employees residing in those States. This adjust- 
ment i^ intended to reflect hiju:hcr living costs in those States. 

Tiuler the fii*st^ or Mouse-ori^inaUMl fornndn, t hb total anmutit for 
<Mich .State area is based on five factors./riiree of tht^e factx)rs are de-"" 
si|rii(Ml to take need into account : po])uhition. urbanized populatiort, 
and population wei^dited by the relat ivv pei* capita income of the I 'luted 
S.tntos c()iii])ared to the State per capita income. Knch of these factors 
is ^ivcn a wei^dit^Pif about 22 percent and to^ethei" comprise t>5fO-t birds 
of the total. The i(Mmiiidn/:j; two factors, general tax eflort of the State 
an<l its localities, and State indi\'idual income tax collections provide 
some inc(»ntiv(' and reward to the Stat(»s and localities for meVting 
thc^ir fiscal- recpurtuuej^ts from tludr own tax souires. Eacli of these 
factors is j^iNcn- a weight of about IT percent and together comprise 
one t bird of t he total;^ 

rndei* th(» s(»cond. oi' SiMuijc^-originate*!. formula. whi(*h is used if 
it prodTlces higluu' payments than tlu* j-fncttu' formuhu funds nT*e 
allocMte<l to euf'h State siroi on the l))isis of factors that are given 
e(pial ^yeight.: population. i'(»lative income, and gcMierfvl tax effort, 't'lie 
fact on/ in this foi-mula. ther(»foi'c. arc simihir to three of the factoi's^ 
In I J^Tj-factor foi inula, now(»ver. theehMUonts in the ri-fnctor formula 
an* n!]|Hdtiplie(i by each otluu' instead of bcinjr given a pa'rticiil.ir 
M'(»igijt. This ten<N to pi'ovidx* lai'gei' dist I'ibut ions to ihosc Slates 
which have both low incomers and high tax effort. 

Two-thli'ds of the anuMuit allocal(Ml to each Stale n?*(*n for each en- 
titlement period is api>ortioued lo tlu^ general purpose. loetd» gover^ri- 
inents in that State nvvn (including cit ies. -count i(>s. tou'i^s. and towur 
ships) : flu* i-eimnnigg f)Me-thii'd sluu'c is a[)port'ion(»d to the^State gov- 
ornmcnt. 

The Act's pi'ovisions f(U' dist i'ibut ing the, local governnient slinre 
within encli Stale are very ^complex. Tlvey requii'e essentially the fol- 
low iuL^ pi-ocedures : 

1. The amount to be alloc^ated to units of local government is di- 
vided by tlie f)opu)ation of the State to establish the per capita en- 
^ it lenH'ut for al 1 goA*ei*nmeTits wit bin the State. 
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•J/rh© local govcrniiKMit Hiiiount is distributed to county areas (these 
arp icco^rnipliic airas, not '^ov(irnnHMits) based upon the Vatio that each 
county area boai'^j to all county ar(»as» wil bin the Stat(>. u^iy;^'' a 
tor f(irniula ( p()f)ulati()n X taXolTort X rola.tive income) . ' . 

I f Ibis calculation allocat^cH lo nnv count v aiva ntj amount wbicb, 
on a per capita basis, (»xccc(ls 1 IT)''; of tbc slal(»\vid(^ per vi\)n\n en- 
titlement (^ilculated in st,c[) 1. i4> amount i> hmIuccmI lo ibe Mo^ lcv(0 
and tli« resulting surplus amouril is sba r(Ml [)rop()rl i()nately by^ll the 
remaining unconst niiru^d cy.unty are.as within tlio Stale. 

4. Similarly, If'any county area is allocated l(»ss than iiO^r , on a per 
i-apitji banifl. of I be amount' calcubited in step 1. its al local ion'is in-» 
creased to the lev(d and the residtintrMeficit is taken proportH)!!-^ 
ntely from all the renuiininfi: unconstrained county areas witlnn the 

State. ' ' ' . 

5, Kacli county an»a allocat.ion is the?¥^(livided into foui' ])arls«- iMrst . 
an amount for Indian ti'it)al ^rovernmontH or Alaskan "native villages 
is delermiru'd bv the.rati(i of ti ibal or \'illA^^e|[)opulat ion to the total 
|>opulat ion of t be county }ir(»a. I . 

•Then, from the ronuiinder, a townsbii) allocation is detcTminc^d on 
the basis of tln^ ratio of all townsbif) adjusted taxes (i.e., taxes ox- 
cbi(lin^' tboj^e for school purposes) to tli6 total adjusted taxr^s in tho 

county. " • 1 1 

Next, a county ^royei-nnumt sknre is similarly d(»teruune(l on tho 

basis of count y ^oyermnent ad justed taxes, - 

'I'he remainiii^^ |)roi)ort ir2n is rpsery(Ml for the other units of local 

^oyernment. 

(). The .'^-factor formula is then used to albn-ate fuiuls se|)arately 
to touMiships and otiier locjd ^oyernments. If a unit of ^ovcr-nmenl 
i-eceiyes mo^e tlian'MT) |)(MT'ent on a p(»r ca|)ita basis, it is adjusted 
lo the 1 \ ') |)ercent ley(d. If a unit receiyes J(»ss tlum 'JO percent, its al- 
location is inci'eus(,Ml to the lower of either the JO ^)ei'<»ent h»veb or 
r>() |)erc(»nt of its adjusted ttixes and int erf^oyermnental ti-ansf(»rs. H 
any unit receiyes more than r)0'percent of its adjusted taxes aiul trans- 
fers, its allocation is re<|ii('cd io tbjit h'\-erarul the exc(»ss is ^rjvon to 
the cf)unty ^oyei'iunenU' 

7. If tlie cpunty go^'ernment has ))eeir al k^)r a ted more than 50 por- 
cenl of its ad justixi taxes and transfers, its alloration is redtu-ed to 
that level, and tlie excess is returned to tlie State government. (This 
adjustment can rvsult in a State slum* exceeding one-third of the\ 

ftuuN.V ■ ^ 

' If any allocation is less than $20(1 oi- any unit of local govenK 
nuMit waives its (Mititlement. those fuiids are allocated to the next 
Miigher level of goyernment. / ' 

(Nuigress included these maximum and minimum constraints in-' the 
intrastate fonmda in order to pirt^vent local governments frc^^m . receiv- 
ing extremeh' large/)r small entitlement amounts. 

' Tlie Supplemental Fiscal Assistance section adopted by the Com- ^ 
mittee establishes a new allocation formula to bo used in distributing'' 
a s|)ecific. portion of tlie available funds both among the Stateg and 
within each State area. , - \ 

Forty percent of the applicable funds ai*e to be {^l^p^ted by the . 
following factors: po|)ulntion nudtiplred by tlie income factor, dir 
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vided hyi tlio s'luu of these products. (Tlip incoinc factor of a Stiilc. 
county arvu, or Jocal ^ovornincnt is a fraction :.tlio numorator consists 
of tlio nuinh(M' of p<»i>,onH in furnilioH and tho nninbor'of nnrolated in- 
dividuals (i5 years or over wlio are below the poverty lint^ (or below 
125 percent of tho poverty line if they n^sido in tho (^eYitral city of an 
urbanized area) the denominator consists of the mime types of per- ^ 
sons regardlesH of their income levGl>) The ntiu*r sixty p(M-eent is la 
bo based on either of the following two formulaH, depending upon 
which wouhl result in the greater amount : (a) [)opulatjon multiplied ^ 
by tho general tax effort factor, divided by tlie Runi of tlioBe pro{lupt<<r 
or {b) population multij)lied by tho income tax effort fact^)r, dltided 
by the sum of these products. 

In ndflition, this new section contains the following major pro- 
visions iu)plicable t() it ; ^ 

1. JU elimiiiatos the distinction between townshif)S and other local 
units o'f /jrov(»rnm<uit in allocating funds wi'thin tlie comity area. 

2. It provides that before county areas nnd units of local poxwn- 
niont receive their, funds from the Stnte, Indian tribes or Alaskan 
mitive villages wiH receive their allocation directly based on the ratio 
f)f their i)0[)ulation to the ])opidation of the State. The population of 
the tril)(v or village* is then not counted in dotermiuing the nlloca- 
tion in tluM'ounty area in which it i'J^ located. 

It elimiiuite.s tiie existing 20 percent niiniunnu pvv cnpita entitle- 
ment and I'aibies to .'500 percent the 145 i)ercent rruixinuun per cnpita 
ent i^t l(Mn(*nt. 

•I. It increases from $200 to $2,500 the minimum entitlement which 
a local goverfiment must receive in any entitlement period in order to 
be (>ligi'ble for supplemental furfds. 

The prinuiry obj(Mli\*e of the Sui)plenuuitHl Fiscnl Assist an(*e sec- 
tion is to tni'get some <tifrlditiounl funding to those jurisdictions that 
have the gi'catest scu vice ju'ods and very limited fiscal C}ii)arity to 
nu'ot tho.se ne(»ds. Central cities imd |')oor rurnl couum initios are in- 
tended to bo its nvain hono.firinries. Tho formiiln is <lesignodto necom- 
pli.sh this objectiv'o primnrily bv substituting tho munher of por-sons 
below the po\'(»rty J(»\'el (or hclr)w 12r> percent of that level in the^ 
case of a central city)' ff)v per* mpita iiicomo ns t]w bnsic nuMisure 
ofne(»(l. '^^ 

('. r.1.4 MI \.\*ri(»N- or 'I'lir 'I'im'st ki'No on ijkvkm'e sii.muvo 

Tlio leirislat ion cren<in<r the revenue sluiring progj-jun pro\ i(!cd 
for-establ ishment (^n the hooks of tho Treasury n tiust fund to be- 
f<nown as tliV ''Stidi' and Locnl ( lovornrncnt Fiscnl Asj^istanco Trust 
Fund.^* In fact, there is no trust fund and none is necessary for carry- 
ing out t his proLM'nm. . ' . 

Tn its j) resent forirt. th(» (rust fund concept is a fiction. No money 
i.s set aside into a trust fund for uso^-onlv in (lie State and lo^^al fiscal 
assistance program. Those finids are disbursed from the general fund' 
of the Tre.Jfmurv as are most other appropriated Federal funds. 

The committee recommeufls the removal of tlie references to tlie 
trust fund in order to eliminate a misconception of the nature of tlie 
program. Deletion of the references to tlie trust fiind does not affect 
the operation of the revenue sluiring program in an.y way. 

■ . '9 
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Th<« committee maltBS it clear that this action is not intended to 
'tak(» away from the Secretary any authority lu» \mn been using to make 
adjust riKMitB wl|RM'e recipients hiwv. b^»c^^)V^M'paid or uniLerpaid. 

D. ULl^r NATION OK PRIOIUTY RXPKNDlTUUJSe FJtO VISION 

The State ami Local Fiscal AssistaVico Act of 1972 prqvidod that 
rcvonnc sliarinji^ funds could bo used only for certain priority expon- 
"dilnrcs. Priority-cxpcruliturcs were delincd as ordinary and necessary 
nuiintonanee and operatin/r cxpeiusos for public' safety, enviroittnental 
pro(e<'tion, public transportation, Ijcalth, recreation, libraries, social 
Bervicos for the poor or a^ed, ancNHuancinl administration. Priority 
c.X[)cndjl urcH also included ordinary and necessary capital expendi- 
tures authorized by law. 

The conitnittee i)Ul (Mirninates this provisiou cut i rely. One purpose 
of the revenue shamifr program is to distribute funds to Statef and 
local /governments for use as they det'ermine. The continuation of 
^priority expenditure categories is inconsistent with that basic pur- 
pose or the act. Furthermore, since revenue sharing funds are fiin^blB 
with other' State and local government re\'enues, it is imi-)osi$ib]e in 
many ca;?c8 to determine for w^hat purposes the funds are actually 
being used. - 

The eoTnmitte.e*H*delot ion of the j^riority expenditures provisions 
Ij^is the etreot of permitting State and local governments to use 
venue Rharing funds for any purpose consistent with Federal, state, 
d local law. 

hi additixDn to eliminating the restrictions jon purposes for which 
the fnmds may used, the committee made clear its intent that the 
funds he expended hy the recipients in a timely manner. Section 123 
(a)(2) of the Act prcRently require the Recipient governments to 
*Sise'"' revenue sharinjSi funds "during such reasonable period or piiriods 
as may be provided" in regid at ions pmscribed by the Secretary. The 
regtdations that have been promtdgatcd req^uire the recipient to "use, 
obliifate, or appropriate'' sucji funds withm 24 months. Expansipn 
of the tjorm "use'' to include '^obligate or appropriate" has created 
situat ipnslhat circumvent the intent oi Congress. The regulation sets 
no time period for the actual expenditure of the funds. 

Althoiigh no specific language is included in the legislation, the 
Committee believer the intent of Section 123(a)(2) would be^better 
met if the regidations S(*t a reasonable time for the actual expenditure 
of the funds. The Secretary should retain his power to^extend the 
time requirements wjiore he foels it is necessary or appropriate to meet 
the purposes of the Act. 

F,. KiJorTNATTOX OF rRO!TmrnoN ON rsF. AS MATcrTTNO Frxns 

The committee recommends the deletion of the provision of the 
State and TvOC4il Fiscal Assistance Act of 1072 which prohibits State 
and locnl governments from usine: revenue shariur^ funds directly or 
indirectly for the purpose of obtaining'Federal funds in matching pro- 
gram*^. This provision was included in the original program in ameffort 
to deter recipient^ from obtaining 100 percent Federal funding for 
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^ * programs that arc intnidod to requira fioijio oontribiition from local 
r^'esources. , ' 

In reoop^nitioh of tha/'no string" riaturo of tho rovonuc sharing 
program, tli^ coniniittoc (let I'l'Milned tha*^ coal inuntion of this 
tioii was not appronriate or mourungfuh Rcvomio sharing funds hvv in- 
tended to l)e available for usc^ in essejitially the i^nme nuinner tlte 
rer-jpients eould use funds from their owrf.sourees. Under the exist - 
ingart,tlie prohibition can ()ft|»n be avoided hy'lising r'e\'enu(» sharing 
fluids in surli a way ns to release loral funds for use afi matching funds. 

, R(^iova! of tlve i)r;()hil)itioh on use as nuitehing funds is" not intended 
\ to encounig(» Sln*to/nnd-lofn.l go\(M"nments to seek out matrliing ])r'o- " 
.gnuns for the i)iirpose of rnult iplying Federal grant revenues. It was 

^ argued. .ho\vev(jr. that to t4ie''ex1ent-thiR'j)r*f)hibition has ajiy effect, its 
most restrictive im[)n<'t- is ou.s(K:ial service [)VogrnmK, inrludi.ng those 
for t lie poor ai^l ehh'rly. liecnuse of ij^r own builget restrictiou>^. sojne 
State and local goverrunents found it imi)ORsi»l)le to pari icii)ate in lli^'sc 
matcliing grnnt ])rogranis heciulsi^ local revt^nucs were often abs(u4K'd 
l)y ofigoing piogrnnis. ^ 

M \i Nrr'.N.\>r( i': of kitokt ' « 

The uresenl Act ■rc(pnres encli Stale goVer-nrnent to <'ontinue to 
assist all units of geiiei-al h)cal g(A-er'nnient within the State to the 
san'ie e'^xfenl.as it had assistc'd Iheni just prjor to tlie ennrtment of this 
■ legishilioji. 1'he Act [)rovi(|es thnf a Stale may receive, the full amojuit 
allocable to it for an entitlement period beginning a fter June IM), IDT'L 

only if it distrijmtes as nnich to its lociil g()vcrnrhents in t.he aggregate* 

■from its ow^. Sources (based on the, average dur^mg that entitlement 
perifKl and tlie immediately ])recedingenfitlenient period) as it did in 
tho vear beginning .luly 1 1!)71 (one-half o^liis amount in the c^^ 
of tTie last entitlemenj ])erio(l. July through December 107(1) . I f it fails 
to do so. the amount tliat otlierwise*would b(^ distributed to the State 
is tf) be reduced dollar f()r dollar by the reduction in its aid to its loca-li- 
ties. 1'he Act |)rovides for* adjustment^ in'the required maintenanve ^^f 
eHor-t if 41 State (rovei'iimeiit assumes part oruH of tlie responsibility 
" ' for a catejifory of expendif wii's that was previou^^ly a local govei nment 
i-esnonsibility or if it confers ne>v taxing authority on one or nK)re of 
its local governments. , • ^' 

The bill re])orte(l by the Committee continues this provi.s^ou. but 
d(»sigmites the year beginning July 1, 1075 (or untij such 'dat-a are 
available, the most recent one-year period for wliieh data are avail- 
able) as the base per iod in place of the year beginning July 1, 1071. 

o. OKFiNrnox o;r unit ok local oovlrnment 

The present Act defines a 'Smit of local government" as the govern- 
ment of a county, municipality, township, or other unit below the'State ^ 
which is treated as a unit of general government by the Census Bureau 
for general statistical purposes. The terrh also inclu^ies the recognized 
governing body of an Indian tribe or Alaskan native village, which 
performs substantial governmental functions. The term "tqwnship'' is 
meant to inchvlo equivalent local units having different (Jesignations, 
such as "towMis.*' , < 




V 



^ S(nne coiicorn vva.s r.xprossed hefui'ii the suhcoiniiiittox*. that lar^o, 
auiirrtjcrs of siii^h'-pwrpose ^o\'ornin(Mital units werv. qiialil'vin^ ns 
-rcripicMits uiuhir tho exist hi^ (h'linitjon. Since tha revenue sluiriu^ 
pr()p*ani in intench'd to aid general purpose •governuients, thv connnit- 
tee elyi'ihed the exiHting deliniti«n by includinij^ several a(hli( ioiui 1 
^[KTificjii ion's. 'To meet the revised (h'finition, which hex'onies api)licabji' 
on ( )ciioher K P.)77, a unit of h)cal ^^ov'ernnient nniHt inipowe taxes or 
r('ceii(s intergov ernnieut a I transfer payments foi' the suhstantial per- 
fornuince of at least two ser*\'ices for* their citizens from amoiig tho 
c()>innonly providf*«l municipality pe servicew listed in the lull. In addi- . 
\ join a local unit must spend at least 10 percent of its total expenditures 
(exclusive of experulit ures for general and financial admmifcit rat ion 
and for the assessment of property) in tlie mojit recent fiscal year for 
each of two such scu'vices. ilowe\'er, this additional rex]uirement is not 
appljcahh^ to n local unit which ])erforniH loUr or more su(di .^er\'iceH, 
nr which h}i>< performed two or more such services since Janua'ry 1, 
1 i^Tt). and cont inues 1 o perform t hem. 

II. ( I ri/.r: \' r \H TH ■! ivvrn )\ (ciiu.n* MK.\HiN(iS, iiKroirrs, .\\n 
, rriu.n;.\'rioN' KKc^uiRicirRNTs i 

The Art presently requires ea<'h recipi(»nt governnient to stihmit, 
rep^'rts io rhe Treasury Department for, each ent it lernent period ontho 
planned and aeiujd use of revenue sharing fund,s, I'his prowffsioh was 
intemhsl to a.^ist the Ti;ens\u'y Departnient in enfoiring tllo vai^CVirs 
statutory re(pi i renuuit s. 'V\\\^ Act iilso re(|uireH (uudi State and local 
Vro\ernmenl to publish such r-epoi'ts in ag(MU'ral circulation- ncWHpa[)er ^ 
Ml order to inform the public pf the uses madft of the funds and the'' 
ekteiU to wliich the planned uses are carried out, 

\Thf* Couunittee hilh'prUain's st rengtluuied provisiohs to help assure 
t lAit (Ut i/.ens are aflorded an oppf)^'t tinity tQ part icipate in determining* 
IioXv these funds lire \6 bef used by th'^dr State and lf)caKgoveri3menfa. 
'I'his is accomplished by specific j*e(|uirenients for two liearings, after 
a(le<i(uite notice, concerned respectively with the development! of^the 
proposed use repor-t and with the use of tlr(\se funds in i-elation to the 
trov-ernment *s entire Iviidget ; foi' dissemination of infoiTnation on the 
proposed and actual use of the funds in relation both to particular items 
in a^ trove rumen ts entii-e budget and to the use oft he funds in previous 

> liscal years: and for newspapej" publication of t he^rport on tlie ]n'o- 
posed u^e of funds and ot the narr*ativc su/nmary of the adopted 
budget, It is the Committee's vie^ tluit the public slioukl haye as much 
(>,^)port;mity as possible to ])!irticiTpate 'with their State and locftl ofTi- 
ejals in deciding the usesf of Fed(u*al assi^iStance made available for un- 
restVicted pur{)oses. ^ . 

Th(^ bill continues the present provision for submission of the pr*o- 
|)osed and actual us(^ repoHs to the TrTns!i4iifT)epartment, and. in addi- 
tion. r(»(]uires4]ie Secr(»tarT of the Treasur-y to provide copies of .these 
repor-ts to the gowrhors'of the respective States for their infomnatioiK 
Tn aflditiuTKit refiuires each unit of local 'government \vitliin^a nwi/o- 

. politan amTTrr-wluiut its propo.sed use repQH to the areawideyfHah- ' 
niqg organiz:ation comrTrreil^^th ini^ certain provi>?fons of 

spccified^FederaMn w? for theT]ttfei:^nformation« bilr changes 
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tliesiuinib of tlio "plaiined use report'* to tlte^*',propose"d,use report" I'or 
better idexititicat^tou of its purpose. 

•The Secretary, of the Trinij^ury is authorized to waiv^e the reqiiire- 
meiiLS'fOr pulilication of the'proposed uye repoit aiKfof the nari\itive 
summary of the adopted budget, a^id to \val\e the reijuireifient fOr* 
-a hearinjif before adgption of the proposed use report, if the co«t of • 
Such requirements woujd be unreasonably burdensome in reldtioi/ to a \ 
focal or State ^vernmeJit's enfeitlement. • TliQi Secretary may also" 
Tvaive the req[uirenient for a l)ud^et lieaTiii^r if the budget proccs^^ re- 
quired under State or lot^al lA,vvs, or cluirter iprdvlsions, assure -the 
opportunity for the pubTic attendance and paiticip^^tion contenjplated ' 
hy thh hearing requirement, and^f a portion of such .processes mclude \ 
a hearing on the pro];osetl use of revenue, sharing funds. This waiver 
was included particularly to accoiMiodate the situation in some local 
jurisdiction vyhesj^'e a single **to\vn hall" typo* of meeting is 'hekl in „ 
which all citizens are entitled to vote on- tlie commimity'S budget. 
The bUl also^aiithprizes th(^ Socrctary to shorten, to.tlve fuinimum ex- 
t€Wit iiecessai^y to comply with SiAte iin<^ local laws, the r^uirement for 
publishing the ])roipx)sed use report J30 days pitior^to tlie midget hear-' 
mg/f the Secretary is sntis(iod*that the citizens affected will receive* 

jul/wjuute notiflcatipit.' V . • ^ ^ ' 

:The ('onimittee xecognizos that the requirements with ^'cspect to 
'tJie times specified in the bill for hearings and the publicatiT)n of re- 
ports and budget summaries for each entitlement period may Tiot. 
con^'orm with the .budget \^ycle of individual Stuto or local govern,- 
nientf^. This isLto be expected ir\ view of th^ wide variation in the fiscal 
years ^iised /by the States and their locaKgc/vernmental units; Accord- 
mgly, the Committee expects that tl^e Secretary will take this situa- 
tion into account -ifi promulgating regulations, and in adopting pj'o-v> 
cediirea, for accom,])lishia^^r the purposes of this legisla^tion. 

I. NON^nrSCRlMlNATlON PROVISION 

\ I ' ■ ' ■ 

It ackgrovmd. *SQCt\or\ 12^Jerf the ^uri-ent lAw prohibits discrimina-' 
tioaon the basis^of raeCj^c^Tor, se*;s:, oi^VatipT^al origin i^i any program 
or }\^;tivity funded with revenue .sharing proceeds which PS conducted 
by a state government or unit of local gov em merit. TTnlcler the "Act, 
the Secretary is authorized to take appropriate admitiistrative action 
to secure compliance with the^ondiscriminatipn provisipns and to refer 
cases of noncompliance to the'Attarney General for siait In addition to 
sucK referrals, the Act also provi4es'iBdependent authority for the At- 
torney General to initiate suits against recipient govjprr*iments engaged 
in a* ''pattern or 'practices" gf prohibited tliscrimination. . . ^ 

'7'hc Committee is aware af mafor deficiencies in ttjne etfectiveness 
of Section- 122. The."fungibi]ity" of shared revenues has sometimes 
permitted recipients to esca])e coverage by destgnatiriHjj'evenue shar- 

"m<r funds as having ^b^en used in programs or aetiyitjes where dis- 
'Cfimination does not exist whije. using their own ffcml-up funds in 

, program^s or activities which are discrimtna^ry^^he ^-Secretary of ; 
>the Treasury has inadequately utilised his disS^iB^^ authority to 
enforce the nondiscriminiUion provision. ' . . . ; 

Tlie Committee re vised"Sertioii 122 to strengthen the npmliscrimi- 
nation provisions. The revision seeks to improve^ eriforcement at the- 



Federal leveJ, to movidc 'bettor coordinivtiori among. iVd(»raK state, 
and local ci<?il rigliLs a<j:oncius (jndJ'o insure that rec'ipi(»nts will not 
bo; subject to conflicting enforcement standards.; With these goals in 
mind, tlic Conunittee a(l()])ted iol lo\vin<i:''chan^es in i^ection 122. 

nScope of SeotioTK^The present la.w prohibits discrimination on the 
basis'of race, eolor, national, origin, or sex ili any program or activity 
funded in whole -iDr- in part liv shared" reyenues. The revised section 
broadens tlie .prohibition of discrimination in two -ways.. Firstly, it 
adds age, bandica|)ped status, and religibn to the proliibition. Second- 
ly, it recjuires thiat all activities of a recipient governnaent be "free from 
distrimlnation. The requirement wq,s created by tlie committee because 
of tjie difficulty of tracing 'the sJiared revenue and identifying the, 
separate and distinct, q^ctiviti^s funded by it. A recipient government 
can utilize various arxouTiling techniques to'^ubstitute shared revenue 
for its own funds in a particular activity. These displacement possibil- 
ities^allow the recipient to desi^ate shared revenue as being used in 
aeHvities less subject to civil rights complaints. The recipient juris- 
dictioh x^an then designate itspwn irefed-up. funds as being used in ac- 
tivities mo^ subject to civi] rights "phallenges.; itnder current law,^ 
the^o acco'uiiting techniques imniunize from challenge activities^, wJaere 
discrimination' mi ffht exist because the activities are not funded di- 
rect! y by i:p\enue shading payments. . , * ^ 

The blauKct prohibition would not apply wKi^' ft recipient jurisdic- 
tion: can prove by "filear and convincing evidence" that the activities 
alleged to be discriminatory a^re not^^funded in ^liole or-in part, direct-, 
ly or indirectly, \yith Siared revenue. Because of the displacement 
possibilii it'S available, .the committee felt the stringent evidentiary 
standard of "*clear and convincing evidence" was necessary to lavoid 
deception, - 

Enforcemerit Menhanhm. — The current law. commits federal en- 
forcement to the discretion of the Secretary of the Treasury and the 
Attorney Greneral/TJie comiyiijttee felt that toie poor nondiscrimination 
enforcement rof'oj'd of the revenue sharing program to date necessi- 
tated the rnandating^of certain enforcement steps. ^ ' ^ 

ia) Secretari/ of the Treasury. — The central feature of the revision 
is a triggoi'-uiecjifinism -which cietermines wliert' the Secretary Will be- 
gin compliance proceedings, by sending approp'tiate notices to the non- 
complying recipients. Such notification will be triggered und^r two 
circumstances: (1) wh^n-a federal or state court or administrative 
agency, after notice atid opportunity for the r^cipientbto be heavd, 
makes a finding o,f discrimination on the basis of race, color, religion, 
sex,* national origin, age, or handicapped status; and (2) when th(^ 
Seci'etary,' after afTorcung the , recipient an i^pportjunit}; to make n 
, documentary submission, makes a initial determination of noncompli- 
ance Kased on his own? investigation. 

After the notificatibn, the recipieni^ has 90, days to end the discrimi- 
nation and take ww;hatever affirmative steps are necessary to cojn|orm 
its practices^ to the law. The recipient may recjuest a hearing on^the 
, merits^ which the Secretary is required to initiate within ,'30 da;p of 
the request. At thafe'h earing the recipient may raise any defei^ise m ail- 
^ble tinder the law, including the contention that the shared revenues 
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were not^ used in tlu^ program ov activity in wliicli tlie alloged dis- 
crimination occiHTed. * ' . 

IiV advance ef the liearing on the merit^, the recipient may also 
Wequest a preliminary hearing before an lAlministrative Jaw judge 
\\vhen the notification to tlip rocipi(Mit is leased on tlie Secretary's 
Litial determination of non-compliance. When notification is trig- 
Sored by a findings of a Federal or state court or administrative 
akMiey, 'there is no ne^d for such a preliminary hearing because the 
r(+ipi*ent has already been affonled an opportunity for a hearing 0% 
the merits. Such .a preliminary hearing: must be requested within ITO 
days of tlie notification of non-compliahce and must be compMed 
within the 90 day period. If the recipient demonstrates that it is 
likely to prevail on the merits at a subsequent full hearing, the tt^minia- 
trative judge is authorized to order a deferraj of a fund suspei^sion 
which would .otherwise ''automatically occur at the conclusion of H}^* 
90 days if compliance is. not achieved. 

the end of the 90 days, the payment cn shared revenues, is auto- 
matically suspended if a compliance agreement has not been signed, or 
.if comi\l"iance itself has not been achieved, or \f an administrative Inw 
jhdge Iks not entered an appjoprinte order. The suspension of funds 
appws Only to a local governracnt which is the subject of the notifica- 
tion f ror\\ the Secretary, The payment of funds to other governments in 
the statek)!' the state itself Remains unaffected. The suspension then 
remaps ito effect for a perjm of 120 days, or 30 days after the con- 
clusion ot\a bewaring on t^e merits, whichever is later. During this 
period of Suspension, tlie Secretary is obligated to make a final deter- 
mijiation of compliance or non-cofupliance. If insufficient evidence of 
non-com pliance is presented to the Secretary, then the suspended pay- 
ments and all future payments are paid to the. recipient. If non-com- 
pliance is found, the funds are terminated and the Attorney General 
ifi*notifie(l. The recipient government could, of course, seek resumption 
of payments when it achieved compliance with the Act. ^ 

(bj 'Attorney r7e7W?m/.— Ur^der present law, the Attoi^cy General is 
authorised to initiate legal action againi^t any rei^ipient which is en- 
o-nged in a ''pattern or 'practice'* of discrimination m violation ojU-hC' 
Act That authority is continued under the revision, and the Aftonvey 
(leneral is giver^express authority to seek suspension, termjnation, or 
re,pityment of f^liAred revenues. The revision gives the Attorney General 
the responsibility of monitoring and coordinating the nondiscrimi- 
natory coni])liance fit^tivities of the Tre'a.sury. The revision requires the 
SecT-e'fary to suspfend pa^jBwmts of /^Ha>ed "revenue 45 drtys after the 
filing ofVpattem or practia^' sui|t bvpe Attorney General against 
a recipient. The recipient, howtjvc*, ahNWs has the right, within the 
first 4.") days after filing, to obtain a prelinlinaiyinjunctmn deferring 
the suspension 5f funds. . ' 

Citizrn remedies. — Under the revenue sharing .stJttiite and cither non- 
discrimination laws, private citizens, or organisations representing 
their interests, may sue the United States or any recipient government 
for using shared revenues in a discriminatory fashion. Those rights 
are continued under the revised Section 122. A new Section 121) of tlve 
Aci authorizes courts to award attorney Jees in citizen law suits and 
autiiorizes the Attorney General to intervene N^^hen it'is a case of g(»n- 



oral public importance. In AlyeKka Pipeline Servicf^ Corp. v. T/ie Wil- 
demess Societijy 421 U.S. ,240 (197r)), the Supreme Court held that 
counsel fees cannot ordinanly be awarded wiihout express congfes- 
sional authorization. Xhorefoiti'if citizens are to recover their attorney 
fees, this section is essential. It is expected that the courts will appiv the 
uftorney fe^ provinion in accordance with api)licable Supreme Court 
and lower fetleral court standards." 

The Committee is aware that complaints alleging the discriminatory . 
use of revenue sharing funds have not been processed by the Secretary 
as expeditiously as possible. A new section 124 of the Act requires tlvG * 
Secretaiy to»e^tablish reasonable and specific time limits fpr respond-' 
ing to a complaint and maldn^ an ap])ropriate determination with 
respect to the allegations contained therein. The new section also re- 
(juires the Secretary to e^ablish time limits for conducting compliance 
reviews and audits of t'ecipieiit governments to determine compliance 
. with the provisions of the Act. 

Inte r-ageiicy cooperation agreements. — To achieve greater efficiency 
in enforcement, the bill requires the Secretary to enter mto cooperation 
ngreements with appropriate F'ederal and state agencies, Sucii agree- 
ments Ujust detail tlie cooperative effoits to be ui^dertaken, including 
the sharing of resoiirce.s .and pei^sonnel. They must also inclwdo pro- 
cedures for notifying the Secretary whenever findings of discrimma- 
tion ,are made or, in the case of the Att-orney General, whenever a 
pattem or practice suit is Hied against a, recipient. 

J. AUDITINQ AND ACCOUNTING 

The 1972 Act gives tlie Secretary of tlie' Treasury the responsibility 
for providing for such stccounting and auditing procedures and re- 
views as^ the deems necessary to insure that the expenditures of reve- 
nue sharing funds comply with the requirements of the' Act. Recog- 
'iiizing the size of .the rovei;ue faring program, the number of par-^ 
ticipants, and the virtually unrestricfesd use allowed, the committee' 
determined that more explicit and >mifor*tti auditing requirements are 
in order. * ^ . ^ ' 

To be abJe to obtain revenue sharing funds, each State an<i local 
govei'ninent must utilize fiscal, accounting anrl auditing prpcedures . 
wlwch comply with the standards established by the Secret(iry of^he 
Treasury and must also conduct independent audits which are in ac- 
conhmce with generally accepted auditing standards. The "generally 
accepted auditing standards" is the standard adopted by the General 
Accounting OfTice and t he ^'ertiHed Public Accountants national orga- 
nization. This standard will provide some uniformity so that th^^ Geu- 
e^*al Ac(T)unting Office can effectively conduct the oversight renponsi- 
bjlitie^ placed upon it by this section over the 38,000 governmental 
units involved in thQ program. . 

The6ecretary of the Treasury is required to promulgate regulations 
w^hich assure that each governmental unit conducts an audit each fiscal 
year which is in fDccordance \^^ith the standanj referred to above. The 
^ section does allow the Secretary to provide lor le^ formal reviews of 
financial information or less frequent audit.4 for those States or units 
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of local govenuiTont wjioso fundiriK under this pxoLa'ani is such that 
that cost of an annual autlit w{)ul(l be unreasonably burdensome. 

The ret^ulations are also to provide that the audits and financial 
statements provided by this section- are public documents. This re- 
"(juirement snould assist in making the citizen participation section of 
the Act more meanin^iful since citizens will be able to see the purposes 
for which the revenue sharing fmuis were spent. 

K. PnOIlIIilTION OF USE FOR LOBBYING PURPOSES 

The committee recp^nmiends that the recipients of revenue sliariny 
funds be prohibitetl fbom usin^ those filnds for the" purpose of lobby- 
ing or other activities intended to influence legislation regarding reve- 
nue sharing. This prohibition is consistent with the general policy of 
the Federal governnrents prohibiting the use of Federal funds for 
the purpose ol solicit irig additional Fedei'al funds. 

Tliere, is no intention on the part of the committee to restrict indi- 
viduals, including State and local officials^ from making their views 
{)n related legislation knov/n. The restrict] on goes only to the use of 
re veil ue sharing funds for such purposes. 

The language of the legislation makes clear that, for purpose of this 
f)rolqbition, dues paid to national and state associations shall not be 
deemed to have come from reverme sharing f ujids. The committee does 
not intend to restrict the national or state associations^ from appro- 
priately carrying out their responsibilities to their members.. 

It is anticipated that the recipients of revenue^ sharing funds would 
certify in their annual use reports that no funds have bee^i used in 
violation of this provision, • ' . ^, 

r>. API'MCATIOX OK OAVIS BACON A(rr 

The \i^72 Kevenue ^ing Act '|:>rovides thalt all laborers and me- 
' chanics emj)loyed by contmctoi's or subcontractors in the performance 
of work on any construcflrtn project of which 2r) percent or "nrore of 
the cost^s, are paid out of revenu<» sharing funds, wiM l)('j)aid in"ac-' 
coi'danco with the j)rovisions of the Davis Bacon Act. It has been 
alle^2[ed thxit many recipient goveiTiments luii'e allocated their revenue 
sharing funds among nmnerous ccmstruction projects in o^er to stay 
Ixdow the-Jf) i^)ercent tlnx'slu)ld on any one pn)ject in an elfort to bypass 
the impact ot this pr()visi{)n. The committee recommends tliD 'deletion- 
of (he "less than 'Jr)/ prrt-ent " t'xemption, tliereby extending Davis 
Bacon Act coverage to all (vVnst ruction projects financed with i)rocAH'ds 
from the revenue sharing pr.ogriim. The bill (U)es not extend the Da\*is 
. 'Bacon wage standai'ds to consti'ucl ion projects which are not financed 
in any part with revenue sharing lunds.. 

The committee was also concernedv that some, recipients were effec- 
tively avoiding the Davis' Bacon provifi^jpn by temporarily employing 
on ^lieir government payroll laborers and mechanics working on' these 
con^^t unction projects. The 11)72 piipvision applies only to lab{irers and 
rneclmnicH ehiployefl by contractt)rs^and\subcontractors. The comhiittee 
recommends that the ref(»renre to contractors an-d subcontractors be 
deleted, the.reby extending the provision to aU laborers and mechanics' 
employed on construction proj(»cts financed with revenue sharing 
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funds. Tlio conunittcM' provision makes clear, ho\v(»V(»r, that it docs not 
iiiti'ild tills provision to extend -to pcM'inanent, I'lill-tiine (Mnph)y(»es ' 
ol' tlu' St at(\or hx'jil ^ov(M'nin(Mit. 

Many of tht; j;robU'ms exporiiMui'd by lar^ai minihcrs oT hn'aj govern- 
ments arise becAuse the ,boun(hiries or functions of that governnu»nL 
iviiiaiji static wliilo tlie constituency it servos Ihu.'tuatcs. One of tlie 
criticisiiis leveled at tlie reveiuie sharing pro^ani is that these funds 
tend to perpetuate inellectiye and iimllicHuit units of local ^^overnmcnt. 
Local ^governmental units slioukl be periodically adjusted to rcllect 
chan^inji; pojjulat ion an(( ecoiiomjc pat terns. 

The bill r(»jK)rte(l by the comniitt^'c cr('a((\s a new scctitnj of the Act 
intended to encourage the motlernization *ind revitalizat ion of Slate 
and local governments. It establishes as a goal t^hat each-State' go\ ern- 
ment should prepare* a nlan ancl^t ii'ne^table for modernizing and re- 
vitalizing the State and l(M'al governments. The States are not !'equi!'(»d 
l(» prepani and implement this plan; but, each State is recjuinMl ^(o 
submit to tjie Secretary of the Treasury an^mnual refjort (les<'i'ibing 
.-steps taken to achi(»ve tin* goal. Treasury is rcMprired to r'eport annually 
to the ( 'ongress on the progress n^ade by each State in the (level()j)ment 
and implem(*ntat ion of the State's ])]an and t inu» tabh*. 

To assist the States in achieving the^()al of the. bill, the provi.^ion 
rontains a l)r()ad series of nonexclusi ve\^riteria for the State lo u.se if 
it chooses in the deveIopnie?it of tlie !:^ate.plan. I.t K suggested that 
t he plan include proposals for improving the eilVrt i veness and econom v 
(d' State and local governnuuits, the step?^ nece'ssary to edeetuate those 
l)r()posaIs, and a time-tahle for elfectuating each ])roposal within a 
reasonable period. The States are encouraged to re<lnce the number of 
limited-function governments and special districts and to in(!reas<» 
broad participation of the general puhlir in the decision-making 
pi'oress. - . 

Thecommittee (uiiphasizes that this [)rovision is not nuindatorv, with 
the (vxception of the anmial report of the State t(^ the S(»rretar\ d(»- 
s'-ribing any st(*{)S taken to achieve tlu* gr^al .set forth, The com'mitt(»e 4 
fui'ther points out that .this provision Contains no penalties for failure 
to comply. \^ ^ ' 

VT. S-rATE.Air,N'T PrusrAX'r to rnAUsr: 2(1) (3) (A) or Kt-lk XI " 

Th(^ House Committee* on (loveM'jmient ()])era(ions conducted e.\t(Mi- 
sive hearings and investigations into llu* pei'formancc* of th(»\State and 
Local Fiscal Assistance Act of l07L!..Tli(*se act i\'iti(»s^lid not resull in 
any specific ()V(»rsight findings but rather in the legislation that *s tlie 
-ul)ject of this report. 

VIT. ST.vrKMKNt PriJsu.vxT TO CuAUSK 2(1) (4) ov* Krr.r, XT 

The enact numt of this bill into law fs not (»\'])ecte(l to ha\'e any infla- 
tionary, impact on prices or costvS iirthe opcM'afion oil the national 
i'conomy. 
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VIII. StxVi-kmknt PruHrANT -i^X) CrauBK 7(a) or Rulk XIII 

(1) The coiiinilttee osliiiirtt(*R i\u\i tlie onaotiiient of II. R. 13307 will 
rosult in the foH owing costs : 

Ffscnl year 

15)T({ NoroytH 

1()77 $4, 1)91,085, 0(>0 

0, 054, 780, • 

' ll)7f> ' - 6,054,780,000 

1980 II - 6,054,780,000 

19H1 t Not applicable 

(2) 'No' goviM'nnient agency 1ms siibrnittod an estirtiat^ of costs 
involvKl in H.K. IJ^j^Cm to tlio House (Jovorninent ^Operations 
(Jonnnittee. . , 

IX.* Sr.\'n:MRXTs Puusi ant to Sic(Tio\ 308(a) of riir. CoxouKssioxAr. 
BrilcJKT A^xD Impounomknt (.'oNTHor. Act or H)74 AXir Clausk 
r(l)(3)(R)bFRuLEXT 

(1) II. R. 133(>7 pmviile.s' l)illion in Fiscal Year 1977 as new 
entitlement autlionty for' tlic revenue sluiring program. The most re- 
cent concuri*ent resolution on the budget for Fiscal Year 1977 sots 

^ forth the siun of $7.35 billion for Function 850, Revenue. Sharing and 
^(icneral Purpo;^ Assistance, The 302(a) report accompanying the 
coneurl-eht^ i-esolution allocatt^s $4,880 billion in Function 850 ^cw 
ontitlemcut authority to the House Government Operations Cofnmit-^ 
tee. Hence, H.R. l'33f)7 provides approximately $111 million more new 
■ entitlement authonty for the re;venuo sharing program than is pro- 
vided for in the mQ,st recent concurrent resolution on the budget, 

(2) The Congressional Budget Office has informed the Committ^ 

that the fiVe-yeat* projection or outlays associated \vitKH.R. 13367 W 

as follows : . " 

Outlays 

Fiscal year: ^ ^^"^^'^^ 
. 1977 U $3. 325 

1978 ~ 6-650 

1979 : 6.660^ 

1980 .... - 650 

198,1 1.663 . 

The entitlement for the last quaiter of any fiscal year is paid within ^ 
the first live days of the following qurtiler/H.R. 13367 authorizes en- 
titlements foV three quarters of fiscal year 1977, and four quailers of 
fiscal year 1978, fiscal year 1979, an'd fiscal year 1980. The outlays for 
Tiscal year 1977 are less than the entitlement amount by one quarter s 
. payment, and the last qivailer's payment for fiscal year 1980 occurs in 
fiscal year 1981. . > ' 

(3) The Congressional Budget Office has informed the committee 
that all new budget authority and budget outlays npndat^d by H.R. 
13367 would be for financial assistance to §tate and rocal goveniments. 
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X. Statkmk.vt SriTLiKi) nr Con(;hkhsion*al Budget OrrirE Pursuant 
TO Sectiox 403 ok the Conoiuc^sseontal Rtooet Act of 1974 hv Cont- 
FORMAXCK wrrii Ci>Au«E 2(1) (3) (c) Rule XI 

CoNciKEss or TJiE T^Nina) States/ 

. CON'ORESSIONTAL BlDOET OfFICE, 

Wash'nCnfov, D.C, May 197G. 
Hon. Jack Bnooics, - ^ 

Chalrnmn, Committoe on Goveymm^.nt Operations, U.SMIouse of Rep- 
rcscntatives^ Washmgton^ D.C. 
Dear Mji. Cii airman : Pursuant to Section 403 of the Congressional 
Budget Act of 1974, tiic Congressional Budget Office lias pre^af-ed the. 
nftached cost estimate for II. R. 13367, a bill to extend and am^d the 
Stat^ and Local Fiscal Assistance Act of 1972. 

Should the Committee so desire, , we. would be pleased to provide 
I'urMipT details on the attachejl cost estimate. 

Sinci^rely, ' i 

James L. Blum, 
(For Alice M. Rivlin, Director). 

Atfaclinient. 

C0NGRi':88I0NAL IkrOGET Ol'^^CE 
. J - COST ESTIMAITC 



* 1. Bill number :H.R. 133G7. 

■2. Bill title: Fiscal Assistance Amendments of 1970. 

3. Purpose of bill : This bill extends and amends the State and Local 
Fiscal Assistance Act of 1972. Funds for the general revenue sharing 
[)ic)gram are provided for the period from January 1, 1977 through 
September 30, 1980. ■ ^ 

4. Cost estimate: (Fiscal years, in thousands of do^Jars). 




1977 1 



1981 



Budgohauthority 4. 991; 085 6.654.780 6.654,780 6 654 780 

tstimatod outlays 3, 32i. 000 6. 6&0, 000 . 6,650.000 6 650 000 i"662"56o ^ 

— ^ ■ -y-, — ^ , ' '..j^ 

>ITho original law, Public Law 92 -512, providbj funding through the 1st quarter of fiscal y«ar 1977. Tht bill orovldaa 
m«noy for tht rBmainJng 3 quarters of the ftswjl yiar. H'wv.uno 

5. Basis for estimateVThe bill contains explicit dollar amounts' for 
gen(i?ral revenue shurlng payments for the periods, January throu<rh 
Se])tember 1077, FY 1978, FY 1970, and FY lOSO. In the past the 
s[)en(l(Mit i)attern Ims been thnt the allotment forthe fast quarter of any 
liscul year is paid within the first five days of the first quarter of the 
ne.xt fiscal yr»nr. CoJisequent ly, the outlays for FY 77 are less than 
the budget authority by, one {junrters payment, and there is a one 
quarter's payment in FY SI after the ]>r()gram has exi)ired. 
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Subtitle I) of the bill tar^^ots $112.rr]nillion in FY 1077 and $150 
million annually in FY 1078 through FY 1080 to poverty areas. 
The CBO estimate assurnes that the outlays from' tlii;^ program follow 
the same spendout pattern a.s the rest of tlie general revenue sharing 
program. Subtitle D also (vmtains an authori/.atifm for Congress to 
appropriate an unspeeiHed amoi'uit of additional funds for distribution 
under the terms of this program fOr poverty areas. Since there is no 
specific dollar figure for this authorization, no estimate has been made 
of the costs that might })e incurmul under.this authorization. 

There is also a provision for a non-eontiguous state adjustment 
amount. For the last three quarters of *?FY 1977, the amount is $3,585 
nullion, and for the other three fiscal years, the amount is $4.78 million. 
This money is avadable for Alaska and Hawaii to draw upon, depend- 
ing upon the formula they use to determine their allocation^. In 
tlie past, they generally luive u.sed a formula which does not permit 
them to receive additimTal amounts from .this section. It is assununl 
that there will be no future outlays from this authority. 

f). Estimate comparison : Not applicable. 

7. 1'revioUsCHO estimate: Not applicable. . 

S. Estimate i)repared by : Roger M. Winsby (22r)-5:w3). 

9. Estimate approved by : 

_ . . . ' , . JaMKS Tj. T^LUM. 

Assistant Director for Budget Analysis. 

XT. SKf-noN-BY-SKCTrox Axat.vsis j ' 

k^ertion 1 ~^ 
This Act is cited as the Fiscal .V.ssistance Amendments of 1976. 

'Sect ion 2^ , 

This sectir)n states that the term "the ^Vcf refers to the State and 

Local Fiscal Assistance Act of 1972' (Title T p^f'-PuWic Law 92^r.Pi. 

approved Oct ober 20, 1072^) . ^ - 

Section S~~fyi7ninution of Priority P:xj}enditum Categoric^, 

(a) This section amends Subtitle A of tjie^Stata* and Loca,l Fiscal 

Assistance Act of 1972 to eliminate Set^tion lO:', whi"ch rerjuir^s lot'al 
'governnuuits to spend their allocations of funds received ujwr tin's 

A^ct for certain ''i)ri()rity exf)endituT'es'\ Tender "tliis amendment local 

government's would no longer be compelled to speiul their- allocations 

for any of the following priority categories : 

(1) onlinary and necessary maintenance and oi)erating expenses 
for: ^ . ' ^ ; 

(.\) nublic safety (inchiding law. enforcement, fire protection, 
and builtlinp co<lu,enforcement), ^ . 

(B) environmentnl protection (in(du(ling sewage disposal, 
sanitation and pollution abatement). 

(C) public transportation (including 'transit systems and 
str(H»ts 'anrl roatls) , - -^^ 

(I)) health, " ' . - 

'(E) recreatif)n, / 
, ( F) libraries, v ^ ' " 

(G) social services for the poor or aged, and 
(JI) financial administration; and ^ 

(2) ordinarw and necessary ca^pital expenditures autliorized by law. 
lids, amendment would grant local government recipients of funds 



under this Act the same trvatrnent as that accorded Stat<j governments 
which, onder the existing legislation, are not subject to the rirqtiire- 
menls set forth in Sect i(5fn 103. ^ ' 

(b) ^lis subsection strikes out paragraph (3) of Section 12;j(a) of 
leAot. 

J^aragraph (3) of Section 12;3(^) inijJioses a penalty upon any local 
govonunent for failure to give assuranc4:.s to the Secretary of tlie 
Treasury that it will use amountf deposited in its trust fuml' (includ- 
ing interest' earned thereOn) during an entitlement period onh' for 
the priority expenditures enumerated in Section 103(a) of the Act. 
Underpins penalty, 110 percent of any amount expended out of a local 
governments trust fund in viol.atlbfli of paragraph (3) of Section 123 ' 
(a); must be paid to the Secretary of the Treasury unle^ss-correctivQ 
actiofi^is taken by the govprnment in question, which amount shall 
then be deposite^l in the general fund of the U.S. Ti'easjiry. This sub- . 
.section represents a conforming.amendment to elinunatc this penalty 
provision. ' ' . 

Section If— Elimination of Prohibition^ L'ae of Fvmds For Match- 
ing . ,* ^ / 

(a) This subsection strike^ out Section 104' which prolfihits State 
and local govcrmnents from- using any part of the funds they receive 
under the Act, directly or indirex:tly, to mat<:h Fed(*i-al grants received 
under otheinprograms. 

(b) Section 104 (b) authorizes repayment, or the withholding by 
the Secretary of the Tr^asur^. f rom State or local units of govcrmnent, 
of amounts equal to those used in violation of Section 104 (after 
notice and opportunity for a hearing is granted to tlie goverrmient in 
question). Subsection (b) of Section 4 of the bill is a conforming 
arnendmcnt to strike 104(b) from Section 143(a) of the Act which 
gives State and local governments, , after having received notice oif 
withholding of payments by the Secretary of the Treasury, Clie right 
to file with a TT.S. Court of Appeals petitioning for review t)f tJiis 
action hy the Secretary of the Treasury. Since Section 104 is stricken 
from fhis legislaticm, there is no longer any need for this provision.' 
Serf ion 6~~AhoUttov of the Trust Fund Concept 

Amendments made by Secti'on 5 of the hill delete the concept of a 
State and Local Fiscal. Assistance Trust Fund for the Act. The Trust 
Fund concx-pt is imnecessary and superfluous to the Act and creates 
the impression that revemie sharing funds are somehow segregated 
from other fimds in the Tr(»asui7. The elimination of references to the 
Tru.st F und does not affect the operation of the prograrn. 
Section 0: 

(a) h\rtn(Hfon of Prog rain aiul Fujulivq, 

Sect ion 105 of the Act provided $30.2 hillion iu ])ermanent appro- 
priations to the State and Loral Government Fiscal Assistance Trust 
Fund for payments, to State ami If)cal govenimenlMuring the five- 
year initial life of the program from January 1, U)7i2 tjirougli Decern- 
her 3L n)70. Section {\{\\) arnemls Section '105 to authorize $24,955 
billion in npproprint ions tf) fifiancv, a years extension of this pro- 
gram as an "entitlement" ])T'0irram. The extension runs from Janu- 
ary L 1977 to September 30, 1080. 

^ "Subsection fc) of Section 105 is redesignated (d). TJiis subsection 
authorizes that transfers be made from time to fcinle bv the Secretary 
of the Treasury to the general fund of the Treasury any funds appro- , 
Driated which he detH»rmines will not be needed to make payments' 
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to Stalo^vorninentH anil units of local government iiiRlor the revenue 
HliaiHrii/i; piwrarri. • . , . 

A iieji^ibbcetion (c) is instMird aftoi* bubsection (bj of Section lOo 
vs'hicliis (leai/^natetl "A ut hnri/.n( ions of AppropriaK ons for Kntitle- 
nientH'^^Tliis new Hubsirtion coniains I he following' aut h()riza( ioi^i of 
amounts t-o be ap|Fropriniefl to p!t\ cut it lenieiits t'o (lualifyui;:; State 
and local govcM'nmenis (lunn<r this extension peiiod : 

AutJioriziil lOfuH (fj (f ppropriit iohH for rnf if lenwnf.H 

In (ieneral : 

yor th4» period ho^innlnj? Jan. 1, lj)77 and endhic Sept. 30, 

1077 $4. 087, COO, OLH) 

For each of tUe Wmul .venra heginnlns Oct. 1, 1U77. Or{, 1, 
"uns and Oct. 1, 11)71) $(Mi.'i().00().000. 19. 050. 0()0, 000 

Subtotal - 24.937,500.000 

N(»n<-oritl^:uoiis SUi'te udjustiufnt aniounl.s ( Alaaka and Hawaii) : 
For tiie period beginning; Jan. 1, 1977 and ending Sept. 30, 

1977 . S.r.sn.^O 

For each of the tlHcnl years beginning Oct. 1, 1977, Oct. 1, 

1978 and Oct. 1, 1979. $4.7SO.OOO -^^ 14, 340, 000 

SnhtotJil nonoontiguouH States adjiiHtinerit aniountH„_-- - 17. O'i-''^. OOP 

Total authorization of appropriations for tbe period from 

Jan. 1. 1977. througli Sci)t. 30, 19H0 24:955,425. (XK) 

' SuWction (c) (1) (B) contains a provision to confom this section 
to section 15 of the bill which creates a new suhtitM 1). T\\r con- 
forming excel)ti()n i)r()vides that sums authori/.ed us an entitlenu«nt 
under snhsection (c)(l>(B) in excess of the amount specified in 
section ir)3(a)(l) or (2) shall be distrilnited under subtitle P. a?5 
an ent it^enuMit. This wi 11 result in the distribution of $502,500,000 
of the $24,5)55,425,000 beinnr available for distribution under Hub- 
title I). 

Serf 'ton O'ih) anu*nds SiM-tion 10.5, ^^\lloeati^m Am()n<j: States'' as 
, follows 1 

Pani^n-aphs (1). (.2), and {:)) of Section (>(b) are conformim^ 
aineiidnient.s to insure that aniounts authorixed by std),section (a) will 
bo distributed as enlitlcments of States niul local ;u'overnments and 
pn)\ifles that distribution will be, based on the jTi^uiunts authorized, 
not on the ai^jount appropriated. This necessarily imidies that api)ro- 
priations must (vpud authorizations. .\s a result the entitlement system 
would af>])car to be spenilinir authority within the meaninor of Section 
4()lo 2(c) of the Con^M-esj^ional Rudofet .\ct of 1074. 

Section f;(b)(4) amende SiM-iion 107 (b)' of the Act hv redesi<j;ny t inir 
parairraphs (^'A and (7) as |)a ra^M'ai)hs (7) nnd (8) resi)ect i vely, 
and bv in--(M'tinir n new pa rairr44ph which contains the following 
special rule which a]>>)|ii'V to the lirst nine months of the extension^ . 
period (.lanuary 1. 1077 throned; September W. 11)77): 
.Tender Section n)7{l>) State niav receive the fidl amount allo- 
cable to it 'for an entitlement jMU'lod beginninfr after Jinie 30, 1073 
only if it distributees as nuP'h to its local nrovernments in the aflr/rre- 
^rate from its OAvn sources. o,n the iiverafre during that entitlement 
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period ahd^ immodiatcly piV(»e(ling entitlcniont period as it did in 
fiscal year 19?2.'' ^ Witli ro.spcct to the nine-month entitlement period 
bep^inning January 1, 11)77, the aggrei^ate amount taken into aocou/it 
for the i)rcceding entitlement i)erioa and tor the fiscal year 1972 
shall be throe-fourths q,f tJie amounts which (exi'('[)t for this •para- 
^'■raph) woulcf 1)0 taken into accoiuit. 

Section 6(b) (5) amends Section 108(b) (6) (D) of the Act to neduco 
the $200 de rriinimis provisions to $150 for a nine-month entitlement 
period. Under the 1972 Act a local government below the level of 
county government must be entitled to receive a minimum of $200 
during a one-year entitlement period in order to receive funcls under 
this Act. In those instnncos where a local government's al location is 
less than this amount, its allotment ii3 added to that of the coamty 
government in the cowlity area in which the locifl gQvernment is 
located. This amendment siuiplv reduces proportionatejy the amount 
im{^)08ed by <lr/min,imis x\\\i' tov'w sliorter entitlement period. 

Section G(ll)(f)) anien/ls Sect ionM08(c) ( I ) (C). wluclf permits a 
State to adopt an alternative fornjula for distribution ot'^these funds 
among county areaii nnd among other local governing luiits {pther than 
county gbveniments) within the State. The -cilrrent law ncrmiis a 
Sf ate to change the Act's basic fornnila only once (luring tlu' live-year 
life of the program. TKis amendment simpjv extendsvtlus [)rovisioil to 
thoe^cKof the i)roposed extension period (vMepteinl>er ;io^in8())^' 
^ Section H(b) (T) ainends Section 141 (b) of the Act' which TTcliijes 
entitlement periods to ndd the following new entitlen,ient periods: for 
the period from Jiuuuu-y 1, 1977 t Ju'ough .Sep'tcml^er 1977 nnd fo!- 
each of the fiscal yenrs beginning OctoWi- 1, 19^7, Dctober 1, 197H imd 
()ctol)er 1, 1979. . » ' 

iSfrfio7i 7.~- M^mtvumire of Effort ; dhange of Bme Year 

Seotion 7(a) ( t) anuuuls Section 107(b) (j) of the Act to extend 
Ap])licab|lit)v the provision \vhich autlu)ri/.es a'^reduction in a State 
govemmenf^ allotment which fails to maintai-n transfers out of its 
own sources to ibcaJ governments within its boundary to entitlement 
periods vvhi(ih begin o^i or after January 1, 11)77. Under the existing 
law this provision applies *to entitlement periods, which begin on or 
after.rlanuary 1, 197.'i. , «^ 

Section 7(a)(2) striked outV^ause B of Section 107(b*Hl) and 
insci-tsa n(»w clause which chjU)g<'S the ba^ic year which is use(l todetei - 
mino.. whether a State goverhinent has failed to comply with the 
maintenance-of-(>ffort provision. The new clau^se H substitutes the 
fisc^al year 1970, or the mOvSt recent one-year period for vvhich similar' 
aggregate amdunts are available, for the base year of fiscal year 1972 
>yhie.h is given iix the present Act. a 

(b) This provision 'anvcnds ^Section 107(b)(2) which permits an. 
adjAistment to be made in tile amount^ which i State must transfer to 
its l6cal governments in those instances where a State assumes respon- 
sibility for a part or filKof acategory of expenditure which, prior to 
July 1, 1972, was carried on \oq{\ \ government Si This amendment 

^ U.S. Congress. Joint Com mi tee on Internal RevenueTcSxlltlqn. Qeneral explanation of 
the State and Local Fiscal Assistance Act and the Federal-State Tax Collection Act of 1072 
(H.R. 14370, 92d Congress, Public Law 92-512). Washington, IJ.S.^ovt. Print. Off.. Febru- 
ary 12, 1973, p. 29. • • ' ^; ■ 
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would chan^^' tlu* 1>u.m' y(^ar refernni to in tliis i)ara/?raph to conform tq 
the ^mendmont offemrin Section 7(h)(2) of this hill (^vhirll rh}iii,'<os 
thrhnse your from tho (isrnl y^a^ lp72 to tlie fisral V(*nr 1070, or tlic 
most rocrnt oud-ycar period fqr wliicli (Uita aro available). 

Serf /on l>rfn((ion of T^n'tt of T,oral Govemmrnf ' " 

This aei'tiou ar'iionds Section lOft((l) (1) of tlie Act lo redefine units 
of local ijcovernmcnt whicK (qualify for payr^iont.s luider this Act to 
iiU'hulo tho followinfr: the ^ovprntnent of a icounty, municipality or 
to\vii.ship which is a unit of. gcneraj ^^ovcmmcnt (as determined by 
the Rnroau f>f ihi' Census for general statistical purnoses). 

Furt h(»nnore. such lf>cal governments must moet Wie following re- 
quirenu-utis with respi'ct to entitlement period^Twliich beji^in on or after 
October 1. 1077^ At least 10 pej^ccnt of their total expenditures (oxlud- 
ing those for general jfnd rinancial administration and for property tax 
assessment ) during the most recent fi-scal ycar^'must have been utilize 
for each of two of any of fbe fourteen public services enumerated 
below. Exempt from this provision are governmental units, which sub- 
stantially perform four or more of such services for their citizens. 
Furthermore, such local governments must impose taxes or receive, 
intergovenunental transfer payments which are utdized by thT^m for 
substantial nerfornui nee of at least two of the fourteen public service 
categories. Foi* purposes of this legislation, a governmental' unit is con- 
'side red to be. /imposing taxes evosn though they are collected by anothe,]r 
governmental entity from the same geographic area s6rved by that 
unit, if they are trans'ferred to that local government. 

The fourteen public service, categories enumerated in this section 
are as 'follows : ' . ^ 

(A) [)olice protection: • « - , 

fB) courts and corwctions; 

(C) fire protection ; 

fP) health services; 

'(E) social services for the poor or aged; 

(F). public recreation; ^ 
•(Tt) public libraries ' 
' (IT) zoning or land use planning; r,, 

f T) sew^' rage disposal or water supj^^; ■ 

(J) solid waste disposal; 

(K^ pollution abatement; 

Jfly?) road or streeit construotion- and maintenance; 
CM) mass transportation; and 
(X) education. ,> ' 

Tills section continues the practice of existing law by including in 
its definition of local government, the recbgnized goveming^ody of 
an Indian tribe or Alaglcan native' village (except for plarpcxses of 
parairr aphs fl), (2), (3), (5), (6) (C) and (D>-of subsec/ion (b) and 
of subsection (c) of Section (108)) which performs subfetantial gov- 
ernmental functions. ' ! 

Omitted from this definition a^ro singlc-purpose unit^l of local gov- 
ertnuent vvliieh eurrentlv 'receive fiinds under the Act. 
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l^ertion i) T hlH/vvilon \uld^ n m. Si rtton U(J to ^subtitlt li of Title I 

Seetif)!! (Mititlod '•Modernization of .( iovoj-funcut^ rc^juirwj oacU 
Htato to submit to (lu* Sccnitarv of (lie 'l'r(»asnry an annual rcl)/)rt de- 
si'i-d/in^x >te|)s tluv>("a((* lias takcu'lo ai'hiiuc ilu* ^oa! oT t his j^(M't ion. 
/I*lu» <:^oal is that cjich iitate df\*oh)i) a niast(M^ j)hui ami tiniciahh^^ for 
"incxh'rni/in;^^ and- rev ita li/injLT stjiic and hx'ul L^ovft'nincjiit s. 

If the ^^ovornor.of tho ut^lt^ proparos a*|)n)i)OM»d nmstor plan -ail'd 
tinirtabh' he must allf)\v l/o davw for comniont to (dapf^o before si\b- • 
rrrittiiitj^^KcTHnal uuistcr plan to the state h»i^ishifure. 'Hie state le^is- 
-drrtrrrnrimst ciecidc wlicthcr Or not tlio linal j)hi(i and ti^ne^able vv'ill 
be K\i[)nntte(1^ to Hie Seojetarv of t he 'I'reasurv. A [)Poi)ose(I^r3iast<.»r.plan 
aad timetable\s not requireti nor is tlie submission of tlie linal i)hin or^ 
(inietable \o tliWvMM'ctarv recpiired, 11ie Sei-hetarv nnistoniy receive' 
■re ports' on tlie steps taken to dev(doj) tftc* jdiin and ti unstable. 

Section f'20 contains a listing of broad eritorni which may l)e utilizt^d, 
by the state iii develojiinj^ the wntents of 1 ho plan and t imetable if the 
state so d■esir^s. The Section also contains a listihg of snggested niet Ii- 
ods the state may^tlesire to utiliz(^''in discUssin;/ ( h|tGtfoot iveness, i^con- 
oinv, and (Hjuity of the state and rn('al /i!;QV(»rnmen^|^ the master i)lan. 

."ejection recpiu'^'S the Serretury of (he I^Peasury to armually re- 
port to (\>n<rress on tlic^pro^n-ess made by ea^'h state in ^ve'mpin/i; anu*^' 
rm[)1pTrfentin^Mi.,niast('jf f)lan arul timetable and make recommendations 
(n)iicernin^dhe ('ncoura<rem('nt of each s|at(» to develop a master i>lan 
and timetable. ' j 

Sift lay, 10 h'Uizi n l^iivtU-]p'atji(n\; HcmortH: 

f^a^wn W\a)^ . / / . " . . .-f. 

'Idiis snd\s(u'tion amends Sectibn 1*24 of the "Act in its er^fet}*. 
Provisions t ontained in this sect ioii would imj)ose new d^cpiiremcnts 
rec^ijjient ^OA*erjiments in rei)ortin^ to their ^.nist ituent s'|^ro|)Osed 
or a<'tnaLuse^s of funds !'e(*eived undci' t his Act .^^4^/, 

' The proposed use (clesi^ated j)lanned use in the 1075 Art ) and tho 
actuabuse report pro\ isio!)S are rcver-sed in their order 0"f presentation 
in this sef:t ion and conlabi the foUowin^ reciuirements : 

(a) R^[)orts on Proi)osed Tse, of p'urids- Stat^^ anti local ^^ov(*rn- 
. nients which exi)e>ct to reeejve funds under 1 his Act are rerjuircnl to sub- 

nd.t proj>osed use rej)orts to {\ut Sc4:rctary of (he 'l>easury for entif le- 
nient- periods' w hich begin- on or afler January 1. 1!)TT. The (*()ntcnts 
*)fsuch rejxu-ts are exj)}inded by (die folio win;/ provisi^dus : ( 1 ) ( i()\<'rnp^ ' 
^nients whifdi expect So r'ecei\'e funids must' n()( only report how tj^y 
^exjXM-t to spend their allotments. Init they nnist (ilso j)r()\dde <'()prf)ara- 
ti\"e data on" tlu' use made of thy' funds received (hiring \\y^\vo im- 
mediat(dy prececling entit lemenf [>eriods» (-2) Siudi repcjrl^j^^i^st' also 
budrfct. (H) Furthermore, they must also il)di('a(c w^kflluM' pro- 
posed n-c will be s|)ent for a new ac(i\ ii\\ to (\\Da^fd or cOrUinue an 
e.\is(in(r activ ity, av for ta'x stabilization or r(>hJnion. 

(b) Kepf)f'ts on Pse of Funds-'This ^^^^KjKl^ed snjisectian also ex- 
pands the c(uitents of a(1uaruseri'cp(n't.vxTi nni^t be s'ubmitted1)y 
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recipient governments to ttwi Secretary of the TreasuiV in the fgllow- 
ing ways : (1) liecipicnt.goyciTimcnts aTe required to make such reports , 
available to the ^\\\)\kt for inspection and reproduction. (2jl'n addi- 
tio^i to reportiii^'-fiovsr theitf ^llptments have been -spent oi^ligated, " * 
they inuk alfiC^i'-epoil how they have been apprbpridled by the recip- 
ient. (3V:S5s with the {)roposed use report, they ara required to show 

• the;jelationship of these funds to the relevant fimctional items in the 
Incipient government's budget. (4) Furthermore, they must explain all 
diflereTice^? between how the;^ had proposed to use the funds and how 
tlicy« were ^actually spent during ah entitlement j5%riod. ' 

f (c) PubUc Hearing^ Required — This is a new subsection which Ts 
'^desi^ed,to assure that citizens wiH' have a'greateV input in deci^on- 

rrtakin^'with respect to uses niade of^ these funds by re(iipient govern- ^ ^ 

meiits. K roxjuires State and locaf! government recipients, prior to pub-. 

licntion of proposed use reports afid prior io adoption of their budget, 
' to hold the following hearings: • - I • 

(1) Pri report hearing.^'Emh State and locaJ unit .of ^government 
which e.V])ects to'recoi ve funds under this A^^fc is required, with r^|ect ' • 

, to ontitlcment periods which begin on or after January 1, 1977,'und 
after adequate public notice is given,.to ht)td atieast orie public hearing - 
(Imrin^r which citizens are to be 'given, an opportuhity to make receni- 
rnendations regarding possible uses which m^y be made of th%ir gov- 
ernhient'^ allotment of these funds. Such a hearing must be held at 

. least seven calendar days before submissioi) of the {proposed use report. * 
An additional provision is inserted which permit^ governing units^to 

. waive this requirement, in whole or in part, in accordance with jpegula- 

• tfons proscribed by the 'Secretary of the Treasuiy if the cost of such a 
hearing is higli in ^;elation to the amount of funds it receives. Thus 
th,is provision Waives this roquirom^^nt for those governmental "i^its^ 
whif^lv- receive rehatively small amounts under this legislation. , 

(2) Rrehudget hearing. — Recipient governments, with ms^i^i . 
r ontitlo'nvent poric^ls whicli bo^jin on^or" after January 1, 1077, are re- , 

cfvnrod to hold at least oufi public hearing ^uring whicJi. their citizens 
, may piTS^>nt written or oral commentvS and may submit questions conr 
^ cerning the proposed' u^e of furids received under this Act and the / 
rolatimiship of siich funds t-o the entire budget of the recipient gov- 
ernment. Siich hearings must be held not /ess than^^even calendar daj^s 
before adoption of tlie budget.* It is required that they be held at a . 
place an'd at a tii;ie which would encourage public^attendance and par- 
.ticipatioji. , . • , " * ^ ' 

(;M Waiver — Provision is made for-tlie waiver of paragraph (1) 

• or (2) ip (Certain cases where compliance would br prohibitively Costly 
or rncpmpa|ible with local 1a\\. ' - > 

(d) Xotifioation and Publicity of Public Hearings; Access tvo Birdg- ' 
et Summarv* and Proppsed and Actual Use Reports — This suhsec|ion 
ejcpands the provisions of Section 121fc) of the existing lavi^ wliich ^ , 
sets forth requirements for newspaper publication an^jST^^iblicity,, of 
planned and actual use reports. .Under this amending legisktibn State 
awd loral governm'ents which expect to receive funds unde/the Act are 
'subviect to the following requirements with^re.spQct to entitlement pe- ; 
> riods which begin on or after Januar>^ 1, 1077 : / , 

' ■ - . 21 ' ^ ' . ■ ■/ - 

... * * * 

» , * • -I - 
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(A) Thirty days before the pte-budgct heariii^uthorizcd in sub- 
section (c) (2), they must p^^u'blish in atTcast one n^vsgaper of general 
circulation; the proposed use report which is required under subsection 
(a) along with a summation o*f theil- proposed budget and notification 
of the'timeand place where the pre-budget hearing will be held. Tliey ^ 
nuistalso makeavaikble for inspection and rejlroduction by the public, 

• copies of the proposed use report, tlie narrative sumrfiary es:plainiug 
tlio proposed hudget, and a copy of the government's official budget 
document.. Provision is also made that the requil-ements for publication 
of the proposed use reports ani the narrative summaries may be 
waived an whole or» part, in acforJance with regulations of the Secre- 
tary of the Treasury where the publication costs would be burdensome 
in relation to the amount of funds a State or local unit of government 
would receive^ or where such publication is otherwise impractical or 
not feasible. Such documents are to bo made available q-,t principal 

, State a!nd focal government offices or at public libraries, ^ ' 
(H) Wfthin ;iO days after adoptioh of its budget, State' and local 
recipient governments are required to publish conspicuously in at 
lea.st one newspaper of general circulation an explanation of its official 
budget, inrlu cling changes made from tlve proposed budget and the 
relationship of the use of funds under this Act to the relevant func- 
tional items in such budget. It*is also required that this summany slmll 
be made available for inspection ^nd reproduction by the public at 
principal State and local offices or at public libraries. 

(c) This is a new Subsection which requires that copies of the pro- 
posed use and actuaruse report^ filed with the Secretary of the Treas- 
ury by recipient governments shall be furnished by the Secretary of 
the Treasury to the G'overrior of the State in whidj the "unit of govern- 
mont is located. Such^ reports are to be in such nmnnor or fopm as the 
Secretary of the Treasury may proscribe by ^^§^1 at ion. 

(f) This is a |jew')sul;>section requiring that tlv^ proposed use report 
he HledAvith the a re a -wide organization in the metropolitan area which 
is formally charged with carrying out the provisions of section 204 of 
the Demonstration Cities and Metropolitan Development Act of 1966," 
' j^^Ttion 401 of the Intergovernmental Cdfoperation Act of 196f^, or 
Section 302 of the Housing and rommnnity Development Act of 1074. 

Section W(^) . ' . ^ ' ' 

This subsection amends Section t^t'] of thc^Act 'by adding at the 

end, tlie following new snbscQtion fd) whicli authorizes the Secretary 
- of the Treasury to include in his annual report submitted to Congress 

on the implementation and administration of the Act a comprehensive 
^ and detailed analysisof th^'follbwing: 

(d) (l\ Measaires taken to comply with Section 122, tlve nondis- 
crimiilation provision, including a description of the nature and tlie 
extent of any noncompliance and the status of a41 pending complaints; 

(2) The extent to which cLtizeiUS liave become involved in decision- 
making with respect to use of funds made avaijablc to recipient 
jurisdi'ct'ions; / ^ ' * ' • — " 

(3) The extent to wliich recipient Jurlsditrtrrms have complied with 
Section 123, including a description of4he nature and extent of any 
noncQjnpliance and of measures taken t0-4?nsure tlie independence 
of audUs conducted pilrsuant to sujbsection ((T) 
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(4) The maoner in wjtiich the fiindsJTtstrlbuted have been used, 
including the net fiscal impact^ if any, in^ecipient jurisdictions; 

*(5) Significant problems which have arisen in the administration of 
the -Act and proposals to remedy such problems through legislation. 

A flirther provision is inserted which would amend Section 105 (u) 
(2) .to provicie that the date when the Secretary of the Treasury is 
re(iuired to submit an annual report to Congress on the operation of the 
trust fund and on other aspects of this program is cluuiged from 
March 1 to January 15 of each year. 
Section I J — Nondis<)rimkmU<>n^rf^^ 
Seciwti 1 1 (a) 

This subsection amends Section 122 of the Act in its entirety. 
This Bi,ll pK^vides that no pcirson is to be excluded from participation 
'in, bo denied the benefits of, of be subjected to discrimination under 
any program or activity of a recipient government on the basis of race, 
color, religion, sex, natiofuil origin, age, or handicapped status. - ^ 
The prohibition aga!\ist discrimination is strengthened in five major 
ways. First, the Bill require>s that all activities of a recipient govern- 
ment be free from discrimination, not only activities which are funded 
,with slj[ared revenue. However, this provision dlbe.s not apply if a 
recipient government can prove, by "clear and convincing evidence,^' 
that 'the activities alleged to be tliscriminatory are not funded by 
shared revenues. Second, to the prohibition is enlarged to include 
a prohibition of discrimination based on religion, age, and h^^icapped 
status in addition to race, color, national origin antl sex i.n tl^present 
Act. Third, the Secretary of the Tre^jsury is directed to takeVcrtain 
steps, which may result in the sijspensiOir) or termination of pfl>Vi^'".^^' 
to enforce the nondiscrimination provisions. Fourth, tlie liling of"a^ 
lawsuit' by the AttoiTiey General alleging a pattern or practice of 
prohibited disci'imination can result in the suspension of Reveiw . 
Sharing payments. t<'iftl), the Secretarv' of the Treasury is rcxjuiiVil 
tp enter into cooperative agreements with federal and state agcn''ies 
' providing for the coordination and the sharing of civil rights pcrs(?h]ud 
and resources. . " . 

The Secretary must send out' noncompliance notices after any 
FederaJ or State court or Federal or State administrative agency has 
found jJiat a recipient government has engaged in a patterm or prac- 
tice of prohibiting disci^miaiation. In order for a federal or Slate 
agencv feding to trigger noticp by the; Secretary, tlie agency miist 
have provided the respondent with adequate notice and opportunity 
for a hearing in accordanc^e with comparable provisions of the Ad- 
minteti-ativo Procedures Act. The noncompliance notice must be^si^nt 
within ten days after publication of, or receipt of notice of, the court 
or agency findings, of prohibited di.scrimination. / 
A noncompliance notice mTist also be i.ssTied whenever a tbQromili^ 
Treasury investigation (which niust include an opportunity for »the 
" rexjipien't to make a STibmission of docTiments) toads t^ a determination 
oi discrimination. Thi? notice must be sent within 10 days after a 
Treasury detejcmination of noncompliance. 

A ninety-day period automatically begins to run from the date 
the noncompliance notice is issTi^^d. At the end 6f that period, if 
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neither voluntary eujuipliaiice noi' a coinplianee agrocnient have been ^ 
achieved, or preliminary relief has not been graiited', entitlen^ent pay- 
ments to the r^ipient government are to be suspended. 

The right to a preliminary hearing for the purpose of deferring 
the suspension of funds api)lies to those cases where a noncompliance 
notice was based upon a Treasury investigation. In all other oases, 
..noncompliance notices are trif/gered only after courts and agencies 
liave already afforded. the recipient government an opportunity for 
a hearing on the discrimination charge. 

The suspension is effective for no longer than 120 days, or if there 
is a compliance hearing, no longer than 30 days after the conclusion 
of the hearing. The suspension will be lifted and payments resumed 
after the recipient jurisdiction enters into a complianpe agreement 
approved 't)y the Secretary and the Attorney General or after the 
government oolnes .into full compliance with a final ordhv or judgment 
of a federal or state court or is otherwise found -to be in compliance 
by such a court. However, in the case of compliance with a final order, 
payments are not to be resumed unless the final order or judgmei^ 
" complied with addresses all flatters raised in the noncompliance notice^ 
issued by the Secretary. * - , J 

The Bill allows the recipient government to obtain a hearing 
on the merits at anytime after it receives the noncompliance noJi<^ 
and before the end of the 210th day following such notice. This com- 
pliance hearing must commence within 30 days after the request is 
made and the Secretary must make a finding as to whether the re- 
cipient is in compliance with the nondiscrimipation provisions^within 
30 davs after the conclusion of the non(^i)mpliance hearing. 

If the Secretary finds that the recipient is in compliance, any sus- 
pended funds shall be. released and future payifients made. If the 
I Secretary determiJnes that the jurisdiction" is not nvcompliance, 
Treasury is required to terminate -the payment of revenue^ sharing 
fimds and to notif v the Attorney General in order that the^ Attorney 
General may institute an appropriate civil action. The Secretary may 
also .seek repayment of revf^nue sharing funds if appropriate. 

The Secretary must make a determination of compliance or non- 
compliance in all cases. If no compliance hearing is h^ld, these de- 
tenninations must be made- bv the 210th* day after the issuance of 
the noncompliance notice. Jf the recipient government has been 
aggrieved by the Secretary's determination that^ government May 
seek judicial review of^the finding pursuant to Section 143 pf the Act, 

Revenue sharing funds are to be ^thheld upon the filing of a law- 
suit by the Attorney General alle/ring that a recipient government 
has engaged in a pattern or pi:actice of discriminatory conduct on 
the basis of race, color, religion, sex, national origin, age, or handi- 
capped status, A 45-day waitingTperiod begins after the filing of the 
suit. During the 45-day period, eithet party can obtain preliminary 
relief ordering the deferral of the suspension. Otherwise, suspension 
remains effective until the court orders suspended pajmenta. to. be 
released and further payments to be paid. 

The Bill requires the Secretary to enter into^cooperative agreements 
with appropriate state agencies' and with other federal agencies. The 
agreement must provide iov the sharing of civil rights enforcement 
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^rsonnol and ro^V)iirros a,n(l ivqnire tliiit tho Atforney General 
nxedmtoly ;K)tify Ahe Socrctarv of luiy lawsuits allo^rin^ a [)att('rn or 
practice of (liscriniinntion instituted a;^nwns\ n recipient government. 

Sertidi)^ 11 {b) 

.Jhrs subsection 
Subtitle B of Title 



adds a mew section 124 and a new section 125 to 



1 of the 



Act. 



Section 124, entiltlcd '*C')ni[)Iaint.s and Compliancy Review/' man- 




date the Secretary of the Treasurylo promulgate re<^ulations estab- 
li«fiing reasonable time linaits within wliich the Treasury and cooper- 
ating ap^encies must respoAtl to a comphiinant; alleging prohil)ite<l ' 
discrimination in a recipent goveVnme/it. ,Tlie reflations raust in- 
clude, but lire not Jlmited to, 'time limits for instituting an invej^ti- 
gation, making a determination of alleged discrimination and advis- 
mg the complainant of the status of the complaint. The regufations 
must also establifji time limits within wliicli the Secretary must con- 
duct aiirdits and reviews of tlie compliance activities of recipient gov- 
ernments. . f'. , ' 

Section 125 — ^'Private Civil Actions" allows a court to grant rea- 
sonable attorney fees to a prevailing plaintiff in a lawsuit enforcing 
the Act. The Section also alloWls the Attorney General to intervene 
in any lawsuit of -general public importance enforcing the Act and 
provides the United States shall be entitled to the same relief as_, 
had instituted the action! * 

Section 12 — Auditing and Accounting 

Subsection {a) is a conforming amendment tp change the language 
of section 123(a) (5) (if), which relates to the requirement that State 
and local governments, in order to qualii,fy for nayments under this 
• A(ft\ use certain fiscal, accounting and auditing^procedures. Under 
this -amendment the language is changed !o conform with amend- 
. ments which are made to Section 123(c) under Section 10(b) of this 
bill. . [ ' 

Subj^cction (b) amends Section 123(c) as follows: ^ 

(1) In general — This provision is the same as that provided in 
section 123(c) (1) except that it specifically states that the Secretary 
of the Treasury is authorized to accept an ^udit b^ a State or locah 
unit of government of fund^ they receive under this Actf if he deter- 
mines that tlieir audit procedures are reliable. iJnder the 1972 law, 
only State governments are authorized to make an audit of both 
State and local government expenditures for submission to the Secre- 
tary of the Treastlry. Furthermore, under this amendme^it^ such audits 
are to be conducted in conipliance with a new paragraph (2) relaxing 
to independent audits. 

(2) /ndevendent muditSs — This new paragraph is inserted which 
authorizes the Secretary of the Treasury to promulgate no later than 
March 31, 1977, regulations which require .^tat^ and local government 
recipients to conduct an independent audit of their finances during 
each fiscal year. Such regulations shall also include a provision which 
permits more simplified procedures or less frequent audits for those 
governmental units where the cost of such may be unreasonably 
burdensome in comparison to the amount of allotment they receive. 
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'I'licso ro^tilalionH shall provide furl 1 km* llrnt j^nrl^*'ftrKlit reports si mil 
l)e inude a\'iiihil)l(» to the piil)n(\ 

{.'J) ('ouhf)t roller pi^ni^rul shall rrr'n ir c07/i /jlia nrc. — This ])r()\'isiuii 
i-<'mains uiiehan^(»(l exce])t tluit it is chaiipMl from paragraph {'2) to 
pai*a^n*al)li ' " ' - 

Sia'TKKN HY SKCTION" -D.WIS BACON ACT 
Sfffioil Li ~ " \ ' 

' jriiis section ainciuls S(»etion 12iJ{n) ((J) •^>f the'Aet in its (»rlt irety. 

The Bill ])rovi(les that^a recipient government nnist assure the.Scc- 
rotary of tlui Treasury that alT laborers ancl mechanics em]>loyc(l in 
the p(»rformaiu'w of work *)n any construction ])ro-ject financed with 
sliared revenu<3 will be paid wa^es at i-ates not less tlian those pre- 
vailing on similar const ruction projects in the. Focal ity in acrordaiice 
ith the Davis Bac^on Act as amended, and that with respect to these. 
\i\\}()v j^tandards, the Secrctaiy of Labor shall act in accordance witli^_ 
Keor^anixation I^hin Numbered 14 of 1950 and Section 2 of the Act 
of dune 1>3, IDIU, as amended. ' ■ ^ % 

'I'he Bill broadens tho coverapjc of the Davis Bacon Act to include 
construction projects financed with 25 percenj: or less shared revenue 
and to include temporary employees of recipient governments. An 
express exemption exists for regular or permanent employees of recip- 
ient governments. • 

Sertion. 14 — Prohibition of Use for Lobbying Purposes* 

Section, 123 of the Act is aniendetl by Adding at the end a new ^b- 
sect idn which prohibits! any Stat^ or local goveniment re<jipieut from 
using, directly or indirectly, aay part of its allocation of funds received 
under this Act for lobbying activities which are for the purpose of 
infhiencing'legislatioii relating to provisions of this Act.^ 

i'^erfJan 15 — Supplemental Fiscal Assistance 

This section adds a new Subtitle D, Supplcmcfital Fiscal Assistance. , 

Section 16 l-r-SJiort Title 

This subtitle' is cited as the Sirpplenientnl Fiscal Assistance Act o^ 
1076. . . ^ 

Section-1 62— Payments to State ami Local Govei^ments 

Each State and local government is tx) be paid by the Secretary of 
the Treasury, o>it" of amounts appropriatecf under this subtitle, an 
amount determined by the allocation procedures under Section 1G4 
for e^h entitlement period. Payments are to be made in install ments,, 
but not foss often than once each quarter. Pf\,yments are to be made 
not li^t<)r thaa five days after the close of each quarter, and may be 
made on the basis of estimates. Whenever a State or local government 
has been over- or underpaid, adjustments are required. 

Section 163 — Authorizations 

Any funds that CongrCvSS deems necessary to adequately fund the, 
Supplemental Fiscal Assistance program are authorized for appro- 
priation for each entitlement period beginning on or after January 1, 
1977; however, there will be no authorization for any entitlement 
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period unless f>LndH provjdod under Section l()5(c)(l) equals: (1)^ 
^,S75/)()().O()0 for tho entitlement period January 1^ 1977, through* 
September ;^0, 1077, or (2) $6,600,000,000 for any 12-month entitle- 
ment period thereafter. Any funds authorized in excess of these 
amounts under Section 10S(c)(l) must be distributed as an entitle- 
ment in aix-onlance with this subtitle. Any additional funds for distri- 
biition under ilu^ provi.sions of subtitle, D must be appropriated in 
Acpordanre with tl^^ iiuthorization provisldn in section 163(b). ^ 

Bev t ion Wif^Elig-ibility ; Detemmation of Amcnmt of PaymenU 

(a) No Stt^,te or local government is elfgible to receive anj payments 
UTider this subtitle unless its entitlement under SectioiQ.JX-^^'^3^^ 
exceeds its entitlement \mder Section 107-<>r]XlB.-rn^^ each 
government ^vvill receive an amount wKicn is at least equal to the 
amount provided by Section 107 or 108. 

(b) Subject to tlie el-igibility provision of subftectidn ^a), each State 
' and local government wijl be paid t}ie amount by wjii*£n*its entitle- 
ment iindor Section. 167 or 168 exceeds its entitlement \mder Sejjtion 
li)7or lOh unless aireoled by (c) (1) or (2) which follows. Y 

(c) (1) If the ahiount available under Section 163(a) and (b) foiy 
any entitlement [)enod for making payments under 'this SiJbtiiJe^ 
not sufficient to pay the t'otal incremental amounts, then: each pay- • 

* nient for that period wbuld be ratably reduced. If, after |>avments 
,-h'ave been- ratably reduced, additional runds become available for any 
entitlement period, th^ reduced payments must be ratably increased. 

(c) (2) If the navment to anv local government, other tlian a county 
government, is less fhan $2,500 ($1,875 for a 9-month entitlement^ 
peri()<l ) or is waived for any entitlement period, th^n in lieu of being 
paid to the local unit, the amount will be added to and w\ll become 
part of tlic paym^ent of the county government. 

" tS^ccflon reo^tarm^e^m^ Funds — ; - - 

(a) . Any fun^sappropriated pursuant to Section 163(f) are to 
remain avjiihible without fiscal year limitation and are to be used only 
for payments to State and local governments eligible to receive paj- . 
nients under this subtitle. By January 15 of each year, the TriiMisury 
Secretary nitist report to Congress on the- operations and payments , 
under this subtitle. . ^ 

(b) Ap])roi)riated amounts not used for payments to State and loc^l 
goveniments are to be transferred to tlie^eneral fund of the Treasury. 

Section 166 — Comp utafAdn of A llocat ion Amo ng States 

The amount authorized under Section 105(c) (1) is to be allocated 
among the Sfates for each entitlement period as follows : 
. (a) Allocation. on the basis of incoane factor r Forty percent is to be 
distributed according to a formula It^hich multiplies the population of 
cacK State bv the inqome factor of that State. The formula then com- 
pares the resulting pi^oduct for^a State with the sum of the products 
similarly determined""f or all States. 

•(.b) Allocatigui pn the basis of tax effort factor: Sixty percent is to « 
be distributed according to a formula which allocates fimong the Staters . 
in the same proportion as the amount allocated to each State' under 
subsection (c) bears to the sum of the amounts allocated to all States. 
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('B)fl) For j)ur])f)sos of sul^so-ction (f) tlie amounts aHocated to a 
State under thi;;; sul)8e(.'ti()n hIiouUI 1)o dtUcM-niincd' undcr paragraph (2) 
or (:)), wliifliovor allocates tlio Idglior amount. 

(2) (roneral Tax Eflort Amount: The amount allocated to a State 
uiulor this paragraph would hc^ (lotormincd by a fornuila which multi- 
plies State populatioa hy the State general tax elFoit factor. Tiic 
lorrnula then compares the resulting prj;>duct for a State with sum of 
tlie [)roductR similarlv determined for all States. 

(3) Income Ttix P^fTort Amount: The amount allocated to a State 
under this pariigrapirwouid he determined by a fonnula which multi- 
plies J^atxi [)opulation by the State income tax effort factor. The for- 
mula then campare.s the resulting product for a State with the sum of 
the [Products slmil$irly determined for all States. 

Srrflon 107 — Enfltlementa-of State Governments 

(a) Divisicm between State an^l local goverrunents. Each State 
government is entitled to receive one-third of the amount allocated to 
the State area for each entitlement period. The* remaining two-thirds 
•of the ajnount allocated to the State area is to be allocated among local 
units of government as descrilx^.d in Section 168. 

(h) State must maintain transfers to locj^l gove^mments, 
(ij Kach State goyermnent must continue -to use its own f^pnds to 
assist all units of local government within the State to the same extent 
tJuit liad hps'n clpnM preyiously^ A'ccoVdir/gly, -q; State ^ovemmerit may' 
' receive its total entitlernpnt for the period beginning on or after Janu-, 
ary 1, 1977, only if it distributees as. much to its- local poveraments in 
f^tlie ajggi-egate from. it.s own sources, orrthe average dunng that entitle- 
ment period and the immediately preceding entitlement period, as it 
- did in the one-year pc^riod beginning July 1, 1975, or, until data on 
this period arc available, the most recent one-year period. If i^ fails to 
do so, the State's entitlement will be reduced by the amo«tIf«f reduc- 
tion in itvS aid to local governments. Any reduction is to b^reated as a 
distribution by the State to its local governments for thalsfJcriod. 

(S) '\\lien a State has ftsjgumed refiponsibility for a category of 'ex- 
penditures which was the responsibility of its local governments prior 
to January 1, 1D77, 'the amount it must distribute to its local govern- 
ments may be reduced by an amount equal to the increased State spend- 
ing out of its own sources fojr the assumed category. 

(3) WTien a State has conferred new taxing authority on one or more 
of its local governments after January 1, 1077, the amount it must dis- 
I ribute to it^s local. goveiTimonts may be reduced by an amount equaj^to 
the greater aiUf)unL^f eitlier (1) taxes collected under the nQW^#.hfxing 
nuthority bv thj^-^cal govenipnents or (2) by the amount* c^Trevenue 
loss to the S*tue by^ reason of the new taxing authority conferred on 
loc^l g(nif*fnnients. If the new taxing autliority is merely an increase 
in aj^t'evlously authorized tax, no anioimt can be treated as collected 
luj^ie exercise of new taxing authority by local governments unless the 
Secretary of the Treasury determines tliat the State hiis decreased a 
related State tax. 

(4) P^or the entitlement period January 1, 1977, through Septem- 
ber ^^0, 1977, the aggregate amounts taken into account under para- 
graph (1) will be three-fou,rths of th^amounts which would'normally 
1)0 ta:Jven into account. ^ 

r 
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(b) If tho Secretary (lutoiinifR^s tliat a State lias not iiiaintainecl its 
effort and that a reduction in'it.s entitlement kIiouUI be made, 1k» must 
give the State reasonable notice and opportunity for a hearinn^, A ftor- 
wards, if. he contin'ues to believe that an entitlement reduction shouhi 
l>o made, he must determine the amount of such reductjon, notify 'the 
governor of the State that the entitlement will be reduced because of 
tlio State's failure4:o maintain itfi effort, and withhold from subsequent 
payments an amount eq\ial to the reduction in the State'^j niaintonanco 
of effort. '4 

(6) After aiiy judicial re vi6w„under. Section 143, an amount e(iual to 
the reductioi} of any State goverhme^nt must J:>e made available for (Ija- 
tribution to the State'fe local governments in accordance with Section 
168. If, because of the limits imposed by Section 168, any poition of 
the funds cannot be distributed to local governments, they will be trans- 
ferred to the general fund of the Treasury, 

^Section 168 — Entitlements of Locals Govermne.nts 

(aV Allocation among county areas: The two-tliirds ahiourit allo- 
eated to a State's local governments for any entitlement period will be 
further allocated among a State's county^areas accordingto a formula 
which multiplies county area- population by the county area tQ-x effort 
u v factor, by the county area income factor. The formula'then compares 
the resulting pi'oduct for a county area with the sum of the products 
jj-imilarly determined for all county areas within a State. In other 
words, 'each" county at^ea share is determined by its relative standing 
among all county ai-eas within a State pn the basis of pbpulation, tax ^ 
effort, and income. ^ 
-"^ (b) Allocation to county governments, municipalities, townships, 
etc. : \ ^ 

( 1) County governments.— The funds allocated to a county area are 
then allocated between the county government and the aggregate of 
other.general purpose local units ip that county on the basis of their 
relative adjusted taxes, 

($2) Other uhiis of local governnicnl: : — After the funds allocated to 
a county area have been divided between a county government and 
the other local units, the local government's sliare i.s divided among 
the eligible units of local government according to the same three- 
factor foi-mula that was used to distribute funds among ex>untjy. areas, 
except that an individual government s share \$ dependent on its popu- 
lation, tax effort, and income in relation to tl"je population, tax effort, 
and income of all other eligible units withiijl that particular county 
area, 

(3) Township governments If one or more townships is located 
in the eountv area, then.' these govenmients \yi!l be treated as lOcaHinits 
of government for the purpose of making the distribution descrilx^d 
in the ]>i-eceding paragraph, 

(4) Indian tribes and Alaskan native x-illages: — If a State has an 
Indian tribe or Alaskan native village with a recognized goveming 
body which performs substantial governmental functions, tlien before 
the allpcatlon among county areas, as described in (a) above, each tribe 
or village will be allocated a portion of the two-third local government 
share on the basis of the relative population of that tribe or village 
within the State com pa red» to the population of the State as .a whole. If 
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such an allocat ion n])])! ics. tlio. total amount ulloc^atod to t rihcs and 
In^^ps will l>o subtracted froi.n the h)(*al Lcovorninents' two^hirds sharo. 
If t\w. govcM'uing body of a tribe or vilhi'<j:c waives the cntitlcMnont for 
any cntitlmC'nt j)erio(i, thon the provisions of this para^a^aph are not 
unplirablp rtvsultin^ in the distribution of the waived amount anion^ 
all othtM' local governments within the Stato. ' > 

(T)) Kulc for snuiU units of ^ovcrnincnt ;— A special ullo(Uition nile 
can bo used for units of local jrovonunent (other tlmiiii county ^ovcrn- 
rnont) which have a population not i;i excess of 500. If the Secretai^ 
"of the Trwisury det^^nniney tluit tfic data available f<>t"imy outitlenient 
I)oriod for^such small unifs arc not ade(iuate for the api)lication of 
the three- factor fonnula used for distributionj^ to local ^governments, 
he may allcK'ate fmuls to these governments on the basis of their popu- 
lation to the total population of all governments located in the county 
ai-oa. If this provision applies to any county ared, the amount to be 
allocated among other units of local govemnicnt in that county ^area^ 
for that entitlement period will be reduced accordingly. 

(6) f'.ntitlcfnent, — ^ 

(A) In yviu-niir — The- entitlement, of any unit of local goVeni- 
ment for any entitlement period^ is the arnoqjit allocated to it by 
tliis .subsection, except as provided by (B), (C), or '(D) below. 

Maximum, per capita entitlement, — The maximum limita- 
tion for any county firea or unit of local governinent (other than 
a county' government) in the State^^is i^OO percent of tlie per capita 
all(Katioii to all local L^ovcrnn^ciits rfthe htato. 

((') Llmitation.~X coiinty or local. g<&vern men t may not ^tJe- 
ceivc an allocation that exceeds' 50 pe^rcont qi its adjusted taxes 
plus intergovernmental transfers of revenue. 

^ < D) Hntltlevunit less tJian $2^00^ or govcAiing body valves en- - 
t!tlhn-rnt.—Ji any local government bjelow tlio county government 
levT-K rQccives.an entitlement of less than $2,500 for any annual 
entitl>unent period f $1,875 for a ^ine-month entitlement period) 
()!• if tlV local government s governing body waives its entitlement 
for any\e.nt itleinent pepod, then tlie amount of the entitlement 
will become part of the county government's entitleineut in lien of 
> l>einir i)ai(l to the. local unit. 

(7) Atljtustnmnt of P^ntitlenient. — '■ 

(A) In ){e,neval. — In adjusting the allocation of any comity 
area or local govei-nment. the Secretary must make any adjust- 
ment re(niii'ed\ by tlie 300% constraint' first, any adjustment re- 
(juired by the 50% limitat-on sexumd. and any adjustment *reqiiii'ed 
by a \vaiver ()rtiT^ $l^:fKXtminimTmTpaTmnT^^^ 

(B) Adjustment for o'lrpUcatlon pf vwxhmtm per capita en- 
tiflemenf,' \\\ the course otjnakin^^ adjustments to the allocations 
oT countv arenas or imiLs oFTocal governments under the nitucij 
mum constraint provinion, the Secretary is to make adjustments 
to the county aivas before adjustments are made to local units of 
government within the cx)iiiit.ies. 

(V) Adjust m.rnt far application of limitation. — If the Secre.- 
taiT reduces (he allocaUon to an^y unit of local government due to 
a|)plication of the 50% constfaint. the amount of that reduction 
will be added to the allocation of the next higher level or govern- 
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incnt. In the case of a nimicipul or <o\vnshi[) govcrmriont, the 
amount would to t\\(\ county proverniiuMit. In the case of a 
county ^overniucnt, the amount will (^o to the State government. 

Scrtton IGO, — Drfiiil/ Jons and Spec} al Rules for Application of For- 
mulas ^ " 

' (ri) (1) PopuJatiav—V()\)\\^^\\i)Vi is to he determined on the same 
basis as resident U0p^ulation is determined by the Bureau of the Census 

fnr crpn^ i!iU-^;i^H44?4f.ie}i] pur[)0SeR. . , 

(a) (2) Exempt income. — Exempt income is to be one-fourth of tlie 
annual income clesi-^nated by the Bureau »of the Census as the low- . 
income-level for a family of four. 

(a)(3) Aggregate exem.pt ir^07ve.—Ag^Q\iVitQ> exempt income for 
any unit of government is to oe the population of the goyernrfriont 
times the exempt income tjs defined in paragraph' 1(2^ aBoVe. , < 

(a) (4) Income, — Income . is to be total money irtcome from all 
s^furces, as determined by Census for general statistical purposes. 

(a) (5) Dates for determining allocations and entitlements. — The - 
• -Vlfetermination or allocations and entitlements for each entitlement 
period must he made three full months preceding each entitlement 
period, unless regulations provide otherwise. 

• (a) (6) IntergovemmeMtal transfers^ — An intergovernmental trans- 
fer is an amount received from another government as a share in fi- 
nancing or as reimbursement fat* the performance of governmental 
/' functions. Only those items classified for genera,! statistiical purposes 
by the Bureau of the Census as intergovernmental transfers will 'be • 
considered. - 
(a) (7) Data used ; uniformity of data. — 

(A) The most recently available data provided by the Bureau 
of the Census or the Commerce Department will be used for allo- 
cation purposes, except as' provided in paragi*aph (B) which 

. . follows. 

(B) Tlie Trea?>ury Secretary is authorized to use additional 
data (including .4ata based on estimates) \\*hen he determines 
that data referred to in the above paragraph do not reflect the 
most recent developments or are ,not comprehensive enough to 
j)rovide for equitable allocations. He must issue the necessary 

. regulations to carry out this provision. 

{})) Income factor. — The income factor of a State, county area, or 
local government is a fraction. The numerator is' composed of the 
number of l^er.sons in families below' the low-income level and the 
number of unrelated individuals 65 years old or over who arc below 
the low-income level. In additiorL the numerator also includes those 
.persons in. families and unrelated individuals 65 years old or over 
whose incomes are between 100 and 125% of the low- in come level if 
fhey reside an urbanized area^s central city. The denominator is 
compo.sed of the number of persons ii\ families and the number of un- 
related indijVi duals 65 years old and over regardless of their income 
'. ^ level. The terms used in this parjigi*a.ph are defined in accordance 
with definitions used by the Bureau of the Census for general statis- 
;tical purposes. 

(c) General tax effort fcuctor of States. — The general tax effort 
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^factor for any State for any ontitbriKMit poriod is dofinod as tlio not 
Stale and local (axes colk^rttid during the most ro(»cnt reporting year 
divided by tlie total money income less aggregate exempt ineonie (de- 
fined in subsex:tion (a), paragraph (3) above) attributed to a State. 
The Slate and local tax used'in the conifnitation 6f a State's general 
tax effort factor are defined as the compulsory contributions exacted 
by a State, local government, or any other political subdivision of a 
Slate for public purposes as determined by tlie Bureau of the Census 
for general statistical purposes. Itetns to be specifically excluded from 
the State and local tax figure are ejy^ip lover-employee' assessments and 
contributions to retirement and social insurance systems and special 
assessments for capital outlay* The State and local taxes to be taken 
into account are tliose for the most recent year' available ftoin^tlie 
Bureau of the Census before the close of an entitlement period. 

(d) Income tax. collections of States, — A State's income tax collcc- 
lious for aJty entitlement period are defined as the net amount col- 
lected" from the State individual incoihe tax during the last calendar 
year/whi(di ended before the beginning of* an entitlement period. The 
State individual income tax is defined as a tax imposed upon the in- 
come of individuals by a State and described under Section 104 (a) (3) 
of Title 20, United States Code^ as a Sttrte income tax. 

(e) Iiu'om/i tax effort factor: — The State income tax effort factor 
for any entitlement period is tlescribed as the State's income tax col- 
lections divided by total money income from all sourct^s less aggi-egate 
exempt income (defined in subsection (a), paragraph (3) above). ' 

( f ) Tax effort fa^ctor.of a county area, — Tne tax effort factorof any 
county area for any entitlement period is described as the adjusted 
taxes of all governments within the county areiylivided by the greater 
of (1) aggregate income less aggregate exempt income attributable 
to the county area, or (2) one-lialf of the county area's aggreg'ate 
exempt income. * ' 

(g) Tax effmi fact or of a unit of local gov eminent, — The tax effot-t 
factor of any unit of local government for any entitlement period is 

' descril)e(l as that goveriiinent's adjusted taxes divided by the greater 
of ( 1) aggregate income less aggregate exempt income attributable to 
the local government, or (2) one-half of the local government's aggre- 
gate ex(^mpt income. Adjusted taxes p-re described in the same general 
manner as the local taxes taken into account for purposes of determin- 
ing the general tax effort of a State (descril)ed above in /c)). How- 
ever, in calculating adjusted taxes, that portion of the taxes •pro[)crly ' 
allocable to education expenses is specifically excluded. 

In addition, wliere a county governnient exact.s sales taxes within a 
municipality and' transfers part or all of those taxes to the municipal- 
ity without specifying the purpo.ses for wliicli the municipality may 
spend the revenues and the governor of the State notifies the Secretary 

/of flie Treasury that this is the case, the transferred taxes are to be 
treated as taxes of tlie municipalities and not as taxes of the county 
government. 

All payment.s received under this subtitle must be deposited iai a 
trust fund established by the recipient. This is identical tn the require- 
ment imposed by Section 123(a)(1) of subtitle B. 



38 



•■ • ■ 38 • . 

Section IG —Jiff vet ice Date 

This soctio;i ])i'ovi(los tliat tlio amoiuliiKMits nuidc by tliis bill sliall 
become elTective at the cloye of December 31, 197G — the date when the 
present pro/na^n expires— with the foUovving exceptions 

(1^ Hie ])n)visi()ns of Section 5, which relate to extension and fund- 
>in^r «f th(*. ])ro/,M'ani. slml.rboconie ellective on the (fate of enactment. 

(2) Tlie provisions of Section 7, which aineiid the definition of local 
governments, shall become. eifective at the close of Septemlxu* ^p, 1DT7. 

Xir. CnAX(n:H IN Kxis'j:iN(; LA\y 'MadI': bv thk Bill, as Rr.poim-.D ^ 

, In cOe}n]diancc with'Vlauso P> of rule XIII of the Rules of the Ilonse 
of Keprcsentati-ves. chnn<,n*s in. existing law made by the bill, as,^ re- 
po;;ted. are sJiown jgjp follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existhig 
law in \vhi(4i no change is l)roposed is shown in roinan) : 

Statk anp Local Fiscal Assfstance Act of 1972 

AN ACT to provide fiscal assistance to State and iocal governments, to ai^thorlze 
I'*cderal CO Meet ion of State individual income tfixes, and for other purposes 

Ue it ntnctrd hi/ the Senate and House of Representatives of the 
Unite d States of Avfierica in Congress assembled^ ' e 

TITLE I— FlSt:AL ASSISTANCE TO STATE^ AND LOCAL 

GOVERNMENTS 

Subtitle, A — Allocation and Payment of Funds 

SEC lOK SHORT TITLE. 

This title innv bo cited as the "State and Local Fiseal Assistance 
Art f^f 107:2**. 

SEC. 102, PAYMENTS TO STATE AND LOCAU GOVERNMENTS. 

Except as otherwise provided in this title, the Secretary sliall, for 
eacli entit feniefit, period, pay [oiil: of tlie Tnist Fiiad] 

(1) each Sta,te government a total amount equal to the entitle- 
ment of sdrli State-'govorjiment determined under section 107 for 
' sueh period, and ^ 

{2) eneh unit of local ^jovernment a total amount equal to the 
entitlement. of such unit determined under section 108 for such 
pei-iod. r ^ . 
IjI the cax' of entitlement pei-iods ending after .the date of the enact- 
ment of t hir^- Act, such f);iyuients shall he made in installments, l:)nt not 
less often than once' for each quarter, and, in the case of quarters 
ending: aftcr..Septeniher .']0. 1972. shall be paid not lafer than 5 days 
after the closl^ of each quarter. Such j)ayments for any entitlement 
perio(h^ni:\y he initially nuidc on the hasis of estimates. Proper adjust- 
ment Jjhnll i)e-inade in the amoilnt of flWiy. payment to a State govern- 
ment ;0r a unit of local ^ov^rnment ^o the extent that the payments 
previou.^ly uuidc to such govenjment under this subtitle were in e.-i^cess 
of or le.s^^ than the amounts r^pjuired to be paid. 
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[SEC . '103. rSK OF Kl'MVS HV LOCAL GOVERNMENTS FOR PRIORITY^ 
EXI»ENI)FrURES. ' ^ . 

[(a) In (h-\khal.-- Fiiiuls itcimvimI by units of lbt;al ^a)Voi'nniont 
UH(|{'r tlii^ sul)fitl(» may \}V uscmI only for priofity o.xi^ndituros. For 
piirposo- of this title, tlu' t(»rni "priority ^x^HMl{litur^^s;' moniis ()nly- — 
• r^^) ordinary iind • nrucs^ary nuiiMtcniince and^oporatin^ ox- 
juMisi's for - - ' V ■ 

[(A) pul)li(' safoty (in(dudin;!: law on forXonunit, fire fjru- 
tortion, and building (mla enforrouK^nt.) . - 

[(H) onvironnuMital ])i'ot(^ction ( in{diiding sewage disposal, 
san i t at ion, and poll nt ion ahatomont ) , 
^ [(J^') f)nl)lic transportation ( incdudinf:: transit systems and 

str(»ct s and roads) , - - ' 

[(!)) hoaltli, * " ' ' 

. [( K ) rccroat ion, 

f( F) libraries, . , . 
(()) soi'ial s(M'vico.s for t]ie {)oor oi' aged, and 
[( I J ) financtial adiTiinistration : anrT 
[(•J) ordinary add neec.s.sarV capital (Expenditures ^utliorizt'd by 
law. ' ' 
[(b) ( 'KK'n FicA'rKM liv T^ocai, ( tovkrnmknts,— The Secr-atary is a-^^i- 
tbfiri/ed to nfrcpf a oer't fficat i{)n bV the ebiof executive ofTirer of a uYiit 
of hv'al goverinnent tbat the unit of local government has used' the' 
funtls rec(»i\'ed by it under this subtitle for an entitlement period only • 
for pri()rity (»xp(;nditur(#r, luiless- li(^ tLetei'mines that such certification** 
is not snllieicntly reliahh* to enable liiin to carry out his duties nndcr 
this title, 

[SEC 104. PROHIBITION ON I SE AS MATCHI^fG FUNDS BY STATE OR 

>L(\CAL gover;^ments. 

[(n) I N l^.XKK.\i,^No''State govoVnnient or uni^t of local govern- 
ni(»nt luav ii;^. directly' or indin»(*tly, any pnrt^of the funds it i-eceives 
under th!^* siid>title as a contril\ution for the purpose of obtaining Fed- 
(M'al funds uufler any law of the Fnitt^l States which requires sucli 
go\'ernm(Mit to nialx'(* ;i contribution in oi*di»r to re{H»ive Federal funds. •« 

[(b) DKiT.HMiNA'rioNS uv SKCiiKTAiiV OK TiiK TiUsA SI' rt Y. — If th^, Sec- 
retary has rea'-on to be{i(»ve.that a State government or unif ot local, 
g()y(»nuTvent has used funds received under this su'btitlc in violation of 
subsection (a), hc^ shall give. reasonable notice and opportunity for 
heariunf (o suj'h government. If, thereafter, the S(»cf*etary of fhe^Treas- 
.ury de(eruun(»s that such gf)vernm(»nt has used funds in violation of 
sui)section (a), he shall notify such gosei-nmcnt of his detei:minat ion 
and shall n-cpu^st repayment to the I'uited States of an amount 
efjual to the funds so used. To the extent that such government fails *o- 
■ r(»pav siirh amount, the Secretary shall withhold from subsecjuent 
[payments to such governiiicjit und(»r this subtitle an amount efplal to 
the funds -o u-(m1. - 

[(c) 1 Nciu'.AsT:!) Sr.NTr. ok Jjoca]. ( tovKiiNMKNT l^'A'ir.VT'ks. — Xd State 
govery-nuait or unit of local gr)vei'nm'eut shall l>e detcrmine(l to h:>\e 
.^^i<ed fundi^in vic^latif)!! of snbsect ion . (a ) wlih respect to "any funds 
received f(^)r anv entitlement pei'iod to th(» exjent that the n.et r^v<emles 
' ' it fi'om its f)w?i sou!*(M?.s during such p(»it^od exceed the net 
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revenues received bv it from its own sources during? tlie one-year period 
l^eginning July 1, 1971 (or one-half of such not revenues, inT^he case 
of ah entitlement period of 6 months) . ^ ' , . 

[.(d) Deposits and Tkanstcrs. to GEXEilfAL Fuxd. — Any amount 
repaid^by a State ^vernment or unit of local government under sub- 
section (b) shall be deposited in the generdl fund ofr the Treasury. An 
amount equal'to tLe redCicti^on ih payments to any Stiite ^ovenimei^or 
unit of local government which rtt^ultsi rom the app'lication oi tJUs 'Sec- 
tion (after'any judicial review under section 143) shalfbe transferred 
frojn the Trust Fund id the general fund of the .Treasury phjthe day 
- on which such reduction becomes final. • 

[(e) Ceritficate^ BYiSxATE AND T^cAL Gp\T:RNMEXTS. — The Sccrc- 
\tary is authorized to accept a certification by the'Govcpnbr of a State 
dK^the->chlef executive Officer of a unit of local government tliat the 
Sta1^gq.vernmen\orji>nit of local government 'has hbt u^ed any funclj^ 
receiy^^d hv it uixlef thi^ subtitle for an entitlement 'period Iq violation 
of subsectk)i*i (a) unless be; determines that such certificatioit is not. 
' ^ilSiUiMftlyT^liableno enable him to carrv but his duties under this'* 
ti%J- ^ ^ , " ^ ^ ' • 

CCREATfaN OF TRUST FDND ;3 APPROPRIATIONS; AUTHOR- 
IZATIONS-^KQR ENTITLEMENTS, 
" [(a) Trust FtJNDf— vT^:^ . ^ <? 
tM) In GENERAL.-r-TliWeJ^s hereby established o^ 
the Tlrea»rv^of the United SJittj^a trust f und" tVfie known as the 
' . "Stata, and^bGCiil Government pisqal Assistance Trust Fund" 
, (referred to in, thx^^wbti tie as the '!Tr^^ 

- shall remair^'available ^Itltput^fiscalyeaiH^iml Ration ahd shall con- 
' ',si^t of such amounts as may-bj ^ppropri<it^d tQ it and deposited 
in it as provided in subsccti'on"^(lb) . Except its provided in this, 
titl6; amount^s in the Tryst Fund may be^ used only for the pay- 
. naents to Staie and local ^ove!'nments provided by tliis^ subtitle. 
' C(2) Trustp^e. — The Secretary of ^tbe Tr e as luy shall the 
trusted of the Trust^Fund and shall repprt to th6 Congress not 
» ' later than March 1 of ftach year on the operation and status of~ 
the Trust Fund durig^ the preceding fisjcahyear.] 
{(^\ GenbrXl.— Funds afpro'pHated pwsimnt ,to subsections 
(b)'.and (c) shall^r&main available without fiscal year limitation anid 
' shall be used for t^ie foyments to State and local g^overnm^nts as pro- 
* vuled by this" title. The Seerettr7y^ of the TreaMiry shall report to 
the Congress not late%tha.n Jamia.ry 15 of edckyear on. the operations 
' and payments under this subtitle during. the preceding fiscal -year, 

{]>) ApPROPRlATXONS. — - " . ' 

^ (1) 1^ GENEiiAjSr— ^here is appropfiate'^d [to the Trust Fund, 

oiit of amounts in the general fund of the Treasury, attributable to 
th^, collectio^is of the Federal ihdividntal income laxes Tiot other- 
w^ise appropriated] for the purpose pf^ making the payments au- 
tkornzed bn^ tins subtitl^rr-^ . - . \ \ 

\ ' ' fA)' for,the periocf beginning JanUaiy 1, 1-S72, and ending 

jAme3()y 1972, $2,6r)0,0D0 ,000; ^ * ^ < ^ 

' ' (B)" tor the period beginning July 1', ^97^, and ending De- 
cember 31, 1972, $2,65d;000,0p0 ; ^ 



(C) for the poriocl beginning-January 1, 1073, and ending 
. Jui?o 30, 1973, $2,987,500,000 ; 

(D) for the fiscal year beginning July 1, 1973, 
$6,0f)0,000p00: 

(Fj) fbf the fiscal year beginning. July^ 1, 1974^ 
.$6,200,000,000; , 

(F) , ior the fiscal year beginning July • 1, 1975, 
$6,350,000,000- and- 

(G) for .the period beginning July 1, 1976, and ending De- 
cember 31, 197'6, $3,325,000,000. 

(2) NoNcoNTiauous \Statks^ Aojusi^.NT AMOUNTS. — Thlsre is 
appT'opriat^d^tto the ThisfFund, out of amounts in. the general 
fund of tKe Treasury attributable to thd' collections of the Federal 
individual iiTconio taxes not othervvise appropriatedj for the f^tr- 
pofic of inaking the payments duthoTizcd-hy this mhtitVa — 

(A) tor the' period beginning January 1, 1972, and ending 
June 30, 1972, $2,390,000; . , ' 

(B) foi*the.period beginning July 1, 1972, and ending D^- 
* combor 31, 1972, $2,390,000; ^ ^ 

(C) for the period beginning January 1, 1973, and ending 
June30. 1973,-$2,390,000; ^ ' . . . 

(I)) for each of the fiscal years beginning July 1, 1973, 
July 1, 1974, and 'July 1, 1975, $V,780,000 ; and , 

(E) for the period beginning July 1, 1976, and ending De- 
ceniBe'r 31, 1976, $2,390,000. ' ^. . ' 

[(3) Deposits. — Ainounf£i.^^propriatod bj^f.-pfcagraph ,(1) or 
';<(2) for any fiscal year or "^herj?^;^^ deposiii^d in the 

Trust Fund on the latej'^rrX/CX Ishe first day of 'such year or 
period, or (B) t^^^j^i)^iii^ of this Act J 

(c). AiniiQM^^y^'A^fifxoi'' ApI^pm ATiaNS' for E^jm^Eu-EfrTS,-^ 

(/) /.V GENKHAj.. — The1^are^aut)wri.3e<i"0^e appropriofted to 
I * pm/Jjie entltlSn} cut s here rmifte r provided 'fii th is sub t Uh — 

(A) for the period heginninl^'Januaiy i, 1977^ and ending 
" September 30, 1D77, $i,m,5W\000 ;^ and - * \ v 

(/?) for the.ftscal years beginning or^ October 1 of 1977, 
197S.andlDWJ0,G50fi06fi00, 
except that sums a%itAj:)ry.Bed Irereunder for any entitleDient period 
in. excess of the amount specified in section 163 (a) (1) or {2) fqr 
that period shall be distributed under s%tb title D of this title as an 
, cntitle?7hrnt, . - _ * ' 

( 2 ) A V; .V ro .V T/r,' r;o i '.s si' a tics /I /?./ vsr\fF:s t a mo un rs. — Th e re are au- 
Htori.^ed to-be appropriated to pay the c)ititlem£nts herej/nnfter 
provided — ' ' * • 

. {A) far' the periods beginning Januory 7, 1977, and ending 
Srptnnher 30. 1077, $3/)k'j000,^' anri 

[B) for each of^the fiscal years beginning on October 1 of 
1077, 107f^, and 1079, SjJSO.QO'O. ^ 

ffc) Tr;.\Nsn':K3 Fuo>r Trj^jst Fuxjd to Gknet^vl Fuxd. — ^The 
Secretary shall from timelo^rme transfer from the Trust Fund to the 
general fund of the Treasury' any moneys in the Trust Fund which he^ 
determines will not be needed to make paypients to State governments 
and units of locabgovernment unclear this Subtitle, J - , . 
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(d) TfiAysFicn^s ro rtiic (Ikni'Iiat, Frxi>, — Tlir Secretary hIioII irom 
tlmc^to tune tikiisf-fr to tkc. (fen era! fiinci of the Treaj^itrii any funds 
aDailable for yu\s^suhtifle v'hlch he defe^min^es %riU not he n^e(led to 
maTce^paym^ts to State (/ore\nmentfi aiid 'vnits of local yor('rnm€7\t 
under this/iibtltJe. r 

SEC IOBTalLOCATION AMONG ST^ATES. ^ • 

[(a) In* (rF.NKKAL. — Thoro slinlF ho allof'at(vl to cndi S(a(o for oacli 
cntitleinont period, out. of amounts apiu-of)riat{»d tnulor section 105 (b) 
(1) for tliat entitlement ])o'i'iod, an atnount which bonus tlie smue ratiq|j 
to tli-e amount a[)pr{)pri;Ued under that section for t^hat ])eriod*'as the 
amount allocable to that State unclcr sul)section (b) bears to the sum 
of the amounts allocable H) all States under subsection (h).] 

(a) Ly^ Cr/c.vh'UAf.. — T lie re fitia/l he all orated, an entJtl/ /nrnt to each 
State — " 

(/) for each entltJev^cnt period hegrnn'nicf prior to Dccemher 
Sl\ 1076^ out of ammmts appropriated und^^r section JOo{h)(;I)' 
for t/uit entitle nient period^ an ammmt vdiicJi hears the same rati&' 
to the amount appropriated under that section for tjmf period as 
the ammtvt atloc.ahla to that State under subsection (h) ,mars to 
the sxhn of the ammints aUocable to all States under. Subsection 
{b);a7ui , • ^ ^ 

{2) for e^ich entitlement period beginning on or after Jahuanj 
^ /, 1077. out Qf amounts anthorized^ under section l'Oo{c)(l) for 
that entitlement period which are '}fdt 7^cs^^^ for distribution 
% under subtitle />, an amou/it'inhich bcars^is sam,^ ratio to the 
amountf-so availahle unde'f that section for tJiat period as the 
'amount allocable to that State under sxd)scctiOH (h) bears to the 
sum of the amounts allocable to all States under subsection (b). 

(b) Determination of Allocable Am'ount.— 

(1) In oicneral. — For purposes ofi&ubsection (a), the amount 
allocable to a State under (Jxis subsection for any- entitlement pe- 
riotl ^hall be determjilcd undfer paf^^mph (2), except that^uch 
amount slyill be determined under'paragraph (3) if^the^a'aiount 
. allocable to it under parai!fpat>li (3.) is^^reat9r than the sum of the 
amounts allocable to it^under paragraph ^2) and subsection (c). 

:(:!) TwuKK v\crnn vni:}}Vh\, — For pur])oses of [)arn^raph (1), 
th0 anuMint allocable to a State under this parngraph for any 
'entitlement period is tilie amount which bears tRc same ratio to 
$5,300,000,000 as— 

*^ ( A ) the population of that State, multiplied by the n:eneral 
tax effort factor of that State, multiplied by tlie relative 
inconvo. factor of that State, bears? to 

- • ' .iJB4-4^btr^im t)t^t^^^ products determined unddr sul>para- 

, ^vhph (Ay/or all States. ., 

(3) FT\T^jfywfroR F0R^fULA. — For purposes of para^rraph (1 ) , the 
amounj>frTToca1)le^to a State under this par'^graph for an^v entitle- 
marrtrperiod is the amount tc> which that State would be entitled 
•1?- 

(A) of $3,500,000,000 wer© allocated among the States on 
the basis ot population. " ^ 

(P>) Vn of $3,500,000,000 were allocated amongf\ States on 
the basis of urbanized population. 
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^ ((') 1 of $:i,r,Oi),000,000 were alloratod anionn: tlio States on 
tlic basis of population 'inversely woiglited for por capita 

(I)) U of $1,800,000,000 were alldc.ated among the States on 
the basis of income tax collection?, and 

(E) i/o of $1,800,000,0(>Q \wre allocated among the States on 
(lie ba.sis5 of general tax effort. ^ - 
(c) Noncontiguous Statics Adjustment}. — 

•(1) T5r GKNKRAL— jfe addition to arnounls anbcated among tlie 
States iinder subRCcm)n (a), thei-e shall be allocated for each 
f'ntitlemeiU pei-iod'. out of amounts a]:)pt"opria{e(l under [section 
10r>(h) (^)Jsuhsecfion (h) (8) or {c) (2) of .secfJmi an addi- 
tional amount to any SCate (A) whose allocatiron under subsection" 
(})) is determined by the formula set forth in paragra{)b (2) of 
that^sub-ectjon and (B) in which ci^vilian employees of the United 
States Government receive an allovvan^*c iiudei: section T)!)!! of 
^ title 5, United States Code. 

Dktkrminatiox of .\MorxT. — The additional' amount allo; 
cable to any State under this subsection for any entitlement period 
is an amount equal to^a percentage of the amount allocable to that 
Stato under subsectipn (b) (2) foV that period wliich the same 
as tho percentage of basic pay received by such erdployees j^ta- 
tioned in I hat State* as an allowance unclcf such sect ioTr/)04!'. If 
^ ' the total amount appropriated uiuler section 105 (b) (2) ^for any 
iMititlcment period ciu/hu/ on'or hvforc Dcccrnher 31^ JfW6, or au- 
fhori-rd vtulrp section IO')(c}(^) for any cntitlew.n.t period he- 
q'/nv'rnq on or aff( r :Jann(fnj J^^ 1077s is not siifTlcient to pay in fijl 
* the additional amounts allo^ble un(l^)r this subsection for that 
period. tliQ j^ecT'(*tary ^nll reduce proportionately the n mounts so 
allocable. ^ ' . { ^ 

SEC. 107. ENTITLEMENTS ^CTF STA^ GOVERNIMENTS, 

(a) DivisrON Br/mj^KN SrA'n: a^\^ TiOCAi, CovruNMr^vrs. — The Slate 
government shali-l^e'Vntitled to receive one-third of the amount allo- 
cated to that State fof* each entitlement period. The remaining ]HM"t ion 
of eacli-^tatc s allocation shall be aUocnletf among (lie units of local 
government of that State as provided in section 108: ' 

(b) <SfATE Must Maixtain Tra vsmts to Local Govrrj\>Tr.x-rs. — 
(1) Gknerat, rut.k. — The entitlement of any Stale ^(jr^v<M-nment 

foi- any eut it lenient period be«rinuin^ on or after [Jnlv 1, 
J"niij^rry I.^J!^77. *iall be reducetl^ bv the amount (if any) by 
.■^ whicl^— ^ - ' ' . 

/ (A) the ,averajn:e of the a/Gf.rrre^ate amourtts^ransferred by 
the State frovernment (out of its own sources) durin/r -uch 
,/ pej-iod and the preceding entitlement period to all unifs of 
locnl n:oVenunen|j in such State, is less tlian, 

(P>) the* similar ai2:.G:refrfite amount for the one- year period 
iM^'riinriP'^ July 1, flOTl] 7/>^7.'7, or, imfil (hiia on sv^-h pe,rM 
arc avaihfhJc, the mosit recent .such one-yea? period jsr v:"hich 
data on such amoimfs are ava^Hahle. 
For purposes of subpara/3|?aph (AK the amount of.any reduction 
in the^ entitlement of a State ^ove^riUTTent 'Umler, this sub.section 
for any entitfbment period . slial), for subsequent entitlement 
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periods, be treated as an amount trainsferred by the State ;^o/em- 
ment (out of its own sources) during such period to units of 
local government in"^uch State. • 

(2) Adjustment where state assumes responsibility for 
CATi^ooRY OF EXFENDiTURES. — If the State government establishes 
to the*satigfaction*of the Secretary tRat since June 30, 1972, it has 
assumed responsibility for a category of expenditures which 
(before July 1, 1972) was the responsibility of local governments 
located in such State^then, under regulabons prescpbed .by ^he 
Secretary, the aggregate amount taken into account under para- 
graph (1) (B) snail be reduced to thp extent that increased State 
government spend ing^( out of its ow/i sonrcei-) fot such <?at<)gory 
has replaced 6brresponding amoii^ts whi<^h,for the one'-year 
period |Tbe^inning July 1, 1971 Jl /utilized for pui^oses of meftr- 
paraoraph it transferrcj^ to units 6f local government. 

(3) Adjustment wiucre .*new, taxing powers are conferred 
n»ON LOCAL covernments.— If a State establishes to the satisfac- 
tion of the Secretary that since, June ,^,1972, one or more units of 
local government wft^hin suolj. State have had conferred upon them 
m>w taxing authority ,''then, under regulations prescribed t?y the 
Secretary, the aggregate amount taken mto account under para- 
graph (1) (B) shallT>G reduced to th6 extent of the larger of— 

(A) an amount equal to the amount of taxfes collected 
by reason of the exercise of such new taxing authortiy by 
such^local governments, or ^ 

(B) an amount equal to the amount of the loss of revenue 
to the State by reason of such new tuning authorj.ty^b(ung 
conferred on such local governments. 

IS'o aujiount shall be taken into cort^^ideration und;$t sujbparagraph 
(A) if such new taxing authority is aja increase in the authorized 
, rate of tax under a previouisly authc^iy>ed kind of tax/ unless the 
State is detx^rmined by tlie Secretary to have decreased a related 
,Stat(^.|tax. ^ V * 

(4) Special ruf.e for period BEorNNiNo .Tuly i, 1073. — ^In the 
rase. of the entitlement period' beginning July 1, ,1973, the precede, 
ing erjtitlement period for purposed of paragraph (1) (A) sliall 
be treated as being thfi one-year fiieriod beginning July 1, 1972. 

(5) Special rule for period beoinnij^o july i, 1970. — In the 
rase of the entitlement period beginning July 1, 1976, and encliiTg 
December 31, 1076, the ag^egate amount taken into . JK?coiint 
under paragraph (1)(A) for the preceding entitlement period 
and the aggregate amount^takon into account under paragraph 
(1) (B) shall be one-half the amounts which (but for this para- 
graph) would be taken into account.^^^ 

(6') Srh:ciAf. ni'fj< foi\ the PEUioty nEGisNisa jajuvary /, mi.~ 
In the rase of the entitlement period beginning January 7, 1077^ 
and ending September 30^-1077^ the aggregate amount taken into 
account binder paryi^^ph {1){A) for th^ .preceding entitlement 
period and the o-ggregate amomit taken into account uruler pa.ra- 
graph (J) (H) ahqll oe three-fourth^ of the amoimts which {but 
for this parngy^aph) loould be taken into account, ' ^ 

[(6) J (7) Reduction in entitli^mext.— If the Secretary has 
reason to oelieve that paragraph (1) requires a reduction in the 



entitlement of any State governinont fo^ any entitfement period, 
liQ shall ^ive I'oasonnble nc^t'tce iLnd->oi)i)ortiinity for hesfiring to the 
State. If, thereafter, he dctorininos tiiat paragraph (1) req<uires 
the reduction of.sncjh entitlement, he shall also detemine the 
amount c^f sucli rofhirtioii and shall notify the G^^eniof of such 
State q/such detei'ininations and shall withhold from subsequent 
'payments to^such Sfate government under this subtitle an amount 
equal tofiuch reduction. 



[(7)] (c?) Transf 



nn TO OENKUAfi FUXD. — An amount equal to 



the reduction in the iMititlement of {iny State government which 



results from the ap[)l 
revii'W uiuler seel loji 
Fund] to Mie <ren(M'a 



cation of this subsection (after any judicial 
M-li) shall bo trans feiTod [IVom thp Trust 
fund of the Treasuiy on the day on whfch 
such reduction becomes fin ah 
SEje. 108. ENTJT^LEMENTS OF LOCAL GOVERNMENTS, 
/^(a) Ar.T,(K ATioN Among Couni^v Aiu:a8. — The amount to be allo- 
cated to the units of local government within a State for any entitle- 
ment period shall be allocated among tlie county areas located in that 
State so that each county area will receive an amount which bears the 
same !*atio to the total amount to be allocated to the units of local 
government within that State as — 

(1) the population of that county area, .multiplied by the 
0 general tax etl'ort factor of that county :area, multiplied by the 

' relative income factor of that county area, beaiisto 

(2) the suirHof the products determined und^r paragraph (1) 
for all county areas within that Statef^ 

(b) \ALLoCA™N TO County GoviLimMRNTS, Municipalities, Town- 
BHIPS, Etc. . / • V 

(1) County oo\a':nNAn':NT8. — The county government j^U be 
allocated that portion of the amount allocated t-o the coUjity area 
for the entitliiment period unde^ subsection (a) Which bears the 
same ratio to such amount as the adjusted taxes of th<rt!ounty 
government bear to the adjusted taxes 6f the county gove^rnment 
and all other units of local govSTronent located in the coirhty area. 

(2) Other units of local ootcrnment. — The amount I'emain- 
ing for allocation within a county area after the application of 
paragraph (1) slrall be allocated among the units of local gov- 
ernment (other than the county government and other than town- 
ship governments) located in that county area so that each unit 
of local government will receive an amount which bears the same 
ratio to the total amount to 'be allocated ^o all such units as-^» 

(A) the population of that local govenmiont, multiplied 
by the general tax effort factor of that local governlrnent, 
multiplied by the relative incopie factor of that local goveni- 
ment, bears to 

(B) the sum of the products' determined under subpara- 
graph (A) for all suqh units. ^ 

(3) TuwNRnir oovtuinmknts*. — Tf the county area includes on© 
or more township governments, then before applying paragraph 

(2)- , ' . 

(A) there shall be set aside for allocation under subpara- 
graph (B) to'such township governments that portion of the 

4u 



46 



amount allocated to the county /^rg^^^Fffid entitlement 
period which bears the same ratj^i^OTcn amount as the sum 
of the adjusted taxes ofol^l^^Eawjiship government^ bears 
to the <l|j|gregat<r-ad^STOTaxes orvthe county government, 
such townshij^^-CT^Swients, and all bther units of local gov- 
ern men t.^^^?aiii the county area, and 

tat portion of each amomiyset reside under subpai.-a- 
raph (A) shall be allocated tojmcli township government 
on tlie same basis as amounts ar5\Jlocated to units of local 
goVerninent u^der paragraph (2). 
If this paragraph applies with respect to any county area for any 
entitlomont period, the remaining portion allocated 'under para- 
graph (2) to the units of local government located in the county 
area ( other than the county government and the township govern- 
ments) shall be appropriately reduced to reflect the amounts set 
aside under subparagraph (A*). 

^^(4) Indian tribes and Alaskan native vff.LAGEs. — If within a 
county area there is an* Indian tribe or Alaskan native village 
which has a recognized governing body which performs substan- 
tial governmentaT functions, then before applying paragi-aph (1) 
there shall be allocated to such tribe Or village a portion of the 
amount allocated to the county area for the entitlement period 
which beai*s the same ratio to such amount as the population of 
that tribe or village within that county area boars to the popula- 
tion of that county area. If this paragraph applies with i«espect 
to any county area for any entitlement period, the amount fo be 
allocated under paragraph (1) shall be appropriately reduced 
to reflect the amount allocated under the preceding sentence. If 
the entitlement of any such tribe or village is waived for any 
entitlement period by the governing body of that tribe or village, 
then the provisions of this paragraph shall not apply with respect 
. to the amopnt of guch entitlement for such period. 

(5) Rule for small units of qom^knment. — If the Secretary 
determmes that in any tounty area the data available for any 
entitlement |)erioil are not adequate ■ for the applion.tion of the^' 
formulas set forth in paragraphs (2) and (3) (B) with respect to 
units of local government (other than a county government) with 
a population below a number (not more than 500) prescribed for 
that county area by^ the Secretary, he may apply paragraph (2) 
or (3) (B) by allocating for such entitlement period to each such 
unit located in that county area an amount which bears the same 
ratio to the toto.l amount to be allocated under paragraph (2) 
or (3) (B) for such entitlempnt ])enod as the population of such 
unit bears to the population of all units of local government in 
that county area to which allocations are made under siich paru- 
graph. If the preceding sentence applies with respect to any 
county area, the total amount to be allocated under paragraph 
(2) or (3) (B) to other units of. local government in that county 
area for the entitlement period shall be appropriately reduced 
to reflect the amounts allocated under the preceding sentence. 
(0) Entttlement. — ' ' . 

(A) In general. — Except a^s otherwise provided in tHis 
• paragraph, the, entitlement of any, unit of local government 
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for any eiititlcuipiit p^iod sliall be tJie junount allocated to 
such unit under this sui)scction (afterj[akin<r into account any 
applicable modification under subsoa^i on (c)). 

kW) AIaxuh'm and MiMMi'ii^ t^KU CArrPA i: xrrrLKMKNT.— 
Subject to the provisions of .sttbparagrap-hs (C) and (D), thd 
per capita amount allocated to any county are^ or any unit of 
local government, (other than a county government) within a 
State under .this section for any entitlement period shall not 
bo less than '20 percent, nor more than Mf) percent, of two- 
thirdis of tlie amouiir allocated to the State ujider section 106, 
divided by the popula^tioh of that State. 

(C) LiMiTATiox. — The amount allocated to any unit of 
local government under this: section for any entitlement period 
shall not exceed p(u*cent rff th(> sum of (i) such govern- 
ment's adjusted taxes, and (ii) the intergoveriunental trans- 
fers of revenue to such governuient (ojther than transfers to 
such gON-ernnient under this s^ubtitle) . 

(I)) ENTrrLKMENT LKRS THAN $200, OK OOVERNINO BODY 

WAU1CS EXTiTLKMENT. — If (but for this subparagraph) • the 
entitlement of any unit of local government below the level of 
the county government — 

f i) would be less than $200 for any entitlement period 
($100 for an entitlement period of G months, $160 for an , 
cnfltlnnent period of 0 months) ^ or 

(ii) is waived for any entitlement period by the gov- 
erning body of such unit, 
then the amount of such entitlemerLt for such period shall (in 
lieu of being paid to such unit) be added to, and shall be- 
come a part of, the entitlement for such period of the county 
government of the county area in which such unit is located. 
(•7) Adjustment of entitlement. — 

(A) Inoenkrau — In adjusting the allocation of any county ' 
area or unit of local government, the Secretary shall make ^ 

, jiny atljustnient required unxler paragraph (6) (J3) first, any 
adiustnient required under paragraph (6) (C) next, and any 
adjustment required under paragraph (6) (D) last. 

( B) Adjustmknt fok application of maximum or mtnt- 
^rvy^ rr.u capita ENTiTLKMKNir. — The Secretary shall adjust 
the allocations made under this section to county areas or to 
units of local government's in any State in order to bring those 
allocations into compliance with the provisions of paragraph 
(6) (B). In making such adjustments he shall make any neces- 
sary adjustments witli respect to county areas before making 
any necessary adjustments with respect to units of local 
govornnieiit. ^ 

(C) AOJ'I'STMKNT FOR APPIJ^.A'nON OF LTMITATTON.— In Uny 

case in which the amount allocated to a unit of local govern-^ 
a nient is reduced under paragraph (6) (C) by the Secretary, 
t he amount of tliat reduction— 

(i) in the case of a unit of local government (other 
tlian a county government), shall be added to and in- 
crease the allocation of t}\e county government of the 
county area in which it is located, unless (on account of 
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the appliluUif)!! of ])ara^rai)h (G)) that county govern- 
rnunt may not ivccive it, in which case the arnoiiiit of the 
reduction shall be added to and increase the entitlement 
of the vState governnient of the State in which that unit 
of local government is located; and 

(ii) in the case of a county government, shall he added 
to and increase the entitk!mcnt c)f the State government 
of the State in which it is located. 

(c) Spkcial Allocation Rules.— 

(1) OmoNAL FOUM0LA. — A State may by law provide for the 
allocation of funds among county areas, or among units of Jocal 
govei-nhient (other than county governtnents), on the basis of the 
population multiplied by the general tax effort factors-^of such! 
areas or units of loca/1 goveriimant, on the basis of ihe poj)ulation 
multiplied by the relative income 'factors of such areas or units 
of local government, or on the basis of a combinatioq'of those 
two factors. Any State which provides by law for such a variation 

. in the allocation formula provided by subsection (a), or by para- 
graphs (2) and (3) of subsection (b), shall notify the Secretary 
of such law not later than 30 days before the beginning of the first 
entitlement period to which such law is to apply. Any such law 
shall — 

(A) provide for allocating 100 percent of the aggregate 
amount to be allocated undei; subsection (a), or under para- 
graphs (2). and (3) of subsection (b) ; ' 

(B) apply uniformly throughout the State; aiid 

(C) apply during the period beginning on the first day of 
the first entitlement period .to which it applies and enciing 

' on [December Si, Seftemher 30, 1080. 

(2) Certefication. — Paragraph (1) shall apply within a Stat^e 
only if the Secretary certifies that the State law complied with 
the requirements of such paragraph. The , Secretary shall not 
certify^ any such law with reapect to which he receives notifica- 
tion later than 30 days prior U> the first entitlement period dur- 
ingwhich it is to apply. 

(d) GOVEIINMENTAL DEFINITIONS AISTD ReLATEO RuLES. — For pur- 

poses of this title — 

[(1) Units of local government. — The t^rm,"unit of local 
government" means the government of a county, municiptility, 
township, or other unit of government below the State which is a 
unit of general government (dotcn'niinod on the basis of the same 
principles as are used by the Bureau of the Census for general 
statistical purposes) . Such term also means, except for purposes of 
paragraplfs (1), (2), (3), (5), (6)(C), and (6) (D) of subsec- 
tion (b), and, excent ioi purposes of subsection (c), the recog- 
nized governing boay an Indian tribe or Alaska native villag«3 
wJiich performs substantial governmental functions.] 
{1) Unit OF LOCAL GOVEnyMENT. — 

{A) In general. — The term ^^unJt of Tonal govemmcnV^ 
w^.ans the government of a county, municipdlity, or town^ 
ship which is a unit of general government as determined by 
the Bureau of the Census for general statistical purposes, and 
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nr/ijr/i, iri//i 7'('f<pf'f f (o c ntlflrmdni periocLs hegtHnina on or 
aftrv Orfoher U lil77^ nu'i (h (lie rcqiJrcmerUs s^coifira in suh- 
jfiiriig ftijtJi li, hmi hn-fHi^cfiJn-j'cs o^Cfy* ( i <m'.h hU{ /'(/or( nunejitnl 
tfUUixjcrn jop Hul/sf ii ndal /k /'/'(//'//K/^tc/ of at leant t i^tr ij^ fh'v 
» f(tl}(i\rn\(j Hi'rr'n'vH f m! ff h cit c^c iix : {<) police fn'f/hcfifm: {'n) 
v(riirf H (n\(l i'orrrci'nmk ; {Hi) fi I'c pnth rf inii ; (//•) JiOitI t k hv rr- 
'ii< H ; (r) xffcidl Sf/'rlrfs ffW fhc fntoi' or (K/tod : ' [ ri) fruhlir 
Ti i'VCiit'tun ; {I'fi) puhl'ic { }hi'(j r'o s ^ { rilf) '::o}un(/ or Liiul hihv 
phj^itiil h(/ ; st ii^c^Of/c <l i.s jHtsol itr if'(/// r s'l/ /f/d i/ ; (t/;) ,so/id 

. diHpostih; ixi) poll u( ion o^'oi t iiu nt ; {j'i/.) r(fod or 
sirert (xni.Hi rnci um oml umlnifiunu c ; {,ri//) huuhh tr(iiixp(yrhi- 
lioit; (lUfl \ J'ir^) rd\ic((( ion. Such ti rm uJho 7/o'(//ts, ( .rt i pf. foi' 
piirpoHiS of paragmpJis (/), (L^), (3), {d), (0'){C), afid 
(//)(/>) of 8vbHec((ori arul^ except for piirpo-srx of svh- 
.^rrfjon ( r? ) , the, recognized goiwmiag hodxj of an Iiidian tribe 
or A hifikan Natlre Tillage itdiick perfomvi Hubsiantlal govcim- 
ii)(")dal fufwtians. For t hp, purposes of this subsection a, unit 
of Ivrol govrrniru'nt shall be deemed to impose a tax if that 
(a.v is ndiccted by another ^avern^mentcd entlhj from the 
(p (H/ra phiral area served by that unit of local- gove^minent 
(u\d an amount eq'alva'lent to the net proceeds of tlmt tnx are 
paid to that ujut of local gover7imc7U. , 

(//) LiMiTATfos.- To br cofu<idered- a. tnu't of locfd gonierii- 
inpnt for purposes of (his Actual least 10 per centum of a local 
(/orcrnnu'nt's to/al c^:pe7u/itun's icxclusiTG of expendttvres 
for general and finartraU aihninistration and for the asscss- 
vicnt: of property taxe^) in the most recent fiscal year muH 
hare been for each of two of tlw public servi<:es listed in sub- 
pa rag rapli (A)\ except thxit the foregoing restriction shall 
7ud apply to a> unit of local gorernna'nt (i) irhich sub s tan- 
Vudhf performs fmir or onorr of svrh /ri/bJir scrrir-e.s, or (//) 
^ irliicli has prrforim d ti/^o ar n)(n'r of sarh p'lddic services since 
January L I! 17(1^ (fnd continues to pro ride tu^o or more surh 
l)^ublic serrief s. 

(2) Ckktain aukar itikatkd as {T)rNTiKs. — In any State in 
wliich any unit of local ^ovornmont (other than a counly f^ov(»rn- 
in(».nt) constitulcs tho next level of /government below the State 
nfovernnient. level, tlien, exrept as provided in the next sentence, 
the n;(*on:raplnc area of such unit of government shall 1)0 treated 
as-a county area (and sucli unit of ^o.vemmcnt shall be treated as 
n county ^^overnnient ) with rospccj/fo J:hat^portion of tlio State's 
^oopfrnphic area. In any State iii'^which any county area is not 
of()V(»rmMl by a cchinty pfovernnmit but contains two or more' units 
of local trovornment, such units shall not be treated ns counly 
irfn'(M-n mentis and tlie ^rooji^raphic areas o'f such units shall not 1)0 
treated as county areas. 

' {^) 'l\nvNsnii»s. — The term "tow^nship'' includes equivalent 
PubdiviRif>ns of ^nrovernment havin^or different- (jesifrnat ions (such 
as "towns"), and shall bx* determined on the basis of the same 
pi'inciples as nre used by the Bureau of the Census for general 
statistical purposes. 
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(4) Units op local government located in iarg^ir entity. — A 
unit of local govcrnincnt shall be treated as located in a larger 
entity if part or all of its geographic area is located in the larger 
ejitity. 

.>Ck ' V (^vy '<fi).Nj. Y -PA KT QjC u^• IT ,Lqc4'r3p;g IN, L AiK)^R Tmf . — I f OH 1 J pa r t 
of a unit (If local <?oycrnmentMs IxJeated irf a lafgM""^tifeif J^^siil'lr - 
piivt shall >)a treatud for allocation purposes as a separate unit of 
local govcrnmont, and all computations shall, except as otherwise 
provided ifi reguli^liGns, be made on the basis of tlie ratio which 
the cstiiniited population of such part bears to the population of 
tluM'nt'ircry of such unit, 
r* (G) Boundary ciianoks, governmental reorganization, E'rc.— 
If, by reason of boundary line changes, by rea^n of State statu- 
tory Or constitutional changes, by reason of annexations or other 
govornnipntal reorganizations, or by reason of other circum- 
stances, the application of any provision of this section to units of 
lortil government doeji not cany out the purposes of this subtitle, 
tiu» npplicjilion of such provision shall be made, under regulations 
pr('scril)(»(l by the Secretary, in a manner which is consistent with 
such purposes. 

SEC. 109. DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF 
ALLOCATION FORMULAS, 
(a) In Okxickal. — Forpurposes of this subtitle — 

*( I ) .PorrLA-rioN^.— Population shall be determined on the same 
hnsis as resident pojmlation is determined by the Burjcau of the 
Census /or general sttitistical puijppses. 

(2) rnriANi/.Kn roiH LATiON. — Urbanized population means the 
population of any area t^onsisting of a central.city or cities of 
^5()JH)() f)r more inhabitants (and of the surrounding clo86ly set- 
tled territory for such city or cities) which is treated as an 
url)aniz(Ml aroa by the I^iureau pf the Census for gen^-al statistical 
purposes. . . . * 

(h) Incomi:. - Income nutans total money income receivedk'f rem 
all sour(M>s..as (li>l(M-uun(Ml by the Bureau of the Census foi>general 
statisi iral purpose,^. 

(4) PrjisoNAL I.N COM K. — PersQ/ial income means the income 
of mdividnals, as determined by the Department of Cojnmefce for 
national income accounts piirposes. 

(5) Datks roii! detki/minino allocations and kntitt.k- 
MENTS. — -Except as provided in regulations, the determination of 
allocations and entitlements for any entitlement period shall be 
made as of the first day of the third month immediately preceding 
the beginning of such period. ' 

(fi) Intehoovrrnmkntal TRANsrERS. — The intergovernmental 
transfers of revenue to any government are the amounts of reve- 
nue received by thai, government from other governments as a 
share in fmancing (or as reimbursement for) the performance 
of goveni mental functions, as determined by the Bureau of the 
Census for general statistical purposes. 

(7) 1)atYu8ED; tJNlFOIdHITY OF DAT^. — 

(A) /General rft.e. — Except as provided in subparagraph 
(B), t^|^e data used shall be tne most' recently available data 

A" ■ ■ , ' 



51 

I)r()vi(l('(l l)y the Hinrau of tlie Census or tlic Department df 
V())\i]wnri\ jis case may bo. ^ 

(H) Vhv: of KsTiMAiTfi, KT(\— Wlioro, the ^Jprrotary dotcr- 
niiiios that llic data i-ofcrrrd to in sul)parA^n-aph ( A ) arc not 
curivnt onou^^Hi or ai'c not cornprolion^-ivo \^ i)rovi(le 

for o({uilul)i(' allocations, ]\c nia^v nso sudi acidpliojial data 
( iru'luiLinv:, ^t'^la })ast'd x)n est iniatcs) as may biil^rovidml for 
iiY n'</idal ions. , " ' * ♦ ; 

(h) Inco.mi: Tax Amoi'np or Si'ATk.h.— For puri)osos of this su))- 
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( ]) Tx oKNF.nAT, -Tlio income tnx amoYjnt of any State for anv 
onlillonicnt p(»riod is tli(* inronio lax fwiiount of s-iicli State as 
dctcrminod luidor pn4\'i^rapliR (2) and (3V 

('J) iNroMF TAX AMoi'NT. - Ilic incomo r?v3cam5)unt of any State 
fnr v.ny oiilitlomcnt period is 15 ])ercent of (pie net amount ool- 
lof'lcd from (lie State individual income lax cM «^uch Stal e (l\n-in^ 
ll^T-J or (if later) dui'inir I he last rahmdar vear ending before 
(lie lK'»^''inninp: of sueli enl it lenient pcnorl. 

('n CkHoIno and rnooii. — The inromo tax a/noimt of any State 
for any ont il lement period — 

(A) shall not exceed 6 percent, and^ 
iW) siiail nol he Icssll'ian 1 percent. 
oMh(» lu'dcral indiviflual income ta,\ liabilities attributed to such 
State; {ifv tnxahlj;^. years (mdintr during 1971 or (if later) dnrinf,^ 
i1h> I-i'lst cn lend a/ycar cndiji^j before the bepinnini^ of such entitle- 
vidual incomKlax liabilities attributed to^any State for any period 
y^nch Slatf< and dcscnbed as a/Stnt(^ income tax tinder section 
KM (n) (:^) of the Internal Kevenue (ode of 10.11. 

(r») I'^KUKKAL rNnivu)X'An i.NroMK TAX nT.\Bir. rnr.s. — Federal indi- 
shall be d'<»terrninf»d on t he same basifvas such liabilities , are deter- 
mine'd for such period by tlieJnternal Revenue Service for general 
Ht at ist ical purposes. ^ 
(c) Gknkrat. Tax IOffort of Stati-^s. — * 

(1) 1 x.oKNr.RAL. — For purposes of this subtitle — 

(A) Gknkrak tax kffokt FACTon. — The <:jeneral tax effort 
fac tor of any State for any entitlement period ie (i) the net 
amount co'Uected from the State and local taxes of such St ate 
(hirin^^thu most r,ec,ent reporting year, divided by (ii) the 
a^r^re^ate pei'sonal income (as (lefined in para<^raph (4) of 
, subs(>ction (a)) at t ributed to such State for the .^ame period. 
Y ( H) Gknkuat. tax kfkort AMtu^NT. — TliG pfcueral tax effort 
I'lrmnmt of any State for any entitlement ])eriodi^tho amount 
»dW'!'mined by multiplying — 

(i) the net amount collected from the State and local 
taxes of such State during the most recent reporting y^^^^ 
by 

(ii) the general tax effort factor of that State. 

(2) StAIT. ANU I/)rAn TAXKS.— 

(A) T^XKS TAKKN iN'ro A(TorxT. — The State and local 
Inxcs taken into account under para<rra])h (1) are the com- 
pulsory cont ril)ut if)us ex«'icted by t be State (or^by any unit of 
local ji^ovenunent or otlier political subdivision of the State) 
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for piibllr purposes (othor than omployoe and employer 
assossnicnts and cont riloiit ior^s to finan('(» retirement and social 
insu'rane(5 syKtenis. and other tlian special asse.ssrnents for vn^- 
fal outlny), as hucIi eontribut ions are deterniined hy the 
Bnreau of the (Vnsns for /[/eneral statistical purposes. 

(H) Most kkcknt rkportino ykar. — The most recent rp- 
^ j)()rlinjLi: year with respect to any entithMnent pei'iod consist.^ 
" of.liie ycftrs taken into account by the Hiireau of the Census 
• ill its niost recent ^encnd deterniinat ion of State and local 
taxes nta<le ydore t he (dose of sudi jx'riod. 
(d) (iKNKRAL Tax l;li;:j''0irr Kactoh or Col ntv Arf.a. — For i)iirp(;ses 
of this Hubtille, I lie general tax eiTort factor of any county area for 
any en( itlenicnt period is — 

(1) the adjusted taxes of the coinity government phis ilic ad- 
jusUmI taxes (d' eacii otlier unit of hx-al jLTovcrninent within tluit 
County area, (Hvided by ^ 

(li) the a^^ rebate inc^onic (as defined in parjagrapli (3) of sub- 
seclioii (a)) att rihuted to that county area. 

( e ) ( I K N Kl C a 1 / r a X I^^ I M'-< ) HT F A CTOR OF U N IT ( ) V LoC A L G 0^ KU N M K N 1'.— 

For punyoses of this subtitle— 

I.v (jKNKUAi,. — The ^enerartax effort factor of any unit of 
local frfH'erm went \'<yV aiiy entitlement period is — 

(A) the adjusted taxes of that unit of local government, 
divid(Mj by 

(H) the a/ir^re.^ifte income (as defiruMl in para^rapli (3) of 
subsection (a)) attributed to that unit of local government. 

( 2 ) Anj uH-rKi) r a x kh. — 

.(A) In okneiul. — The adjusted taxes of any unit of local 
government a*!^e — 

* (i) the compulsory contributions exacted by sucli gov- 
ernment for public purposes (other than employee and 
employer assesjjinents and contributions to finance retire- 
ment and ;^(;cial insurance systeuis, and other than special 
assessments for capital outlay), such contributions l^r^ 
detcrnuned by the Bureau of the Census for general sta- 
tistical purposes, 

( ii) a(ljusfcetb( under regulations prescribed by the Sec- 
retary) by ex{d\uling an amount ecjual to that portion of 
such compulsory contributions which is proporlj^ alloca- 
ble to expenses lor education. 

(H) (.KUTAIN* HALKa TAXK8 CXJLLKCTKD BY COOTTri'iS. — In any 

case where - 

(i) a county government exacts sales taxes within the 
• |«eorrrai)hic ai'ea of a unit of local government and trans- 
TTps'P'^'** ^^'^* i^^^ ^^^^^^ taxes to such unit without spCcilK*- 
ing the purpt)se.s for which such unit may spend^hc 
treve^nies, and 

^ (ii) the Governor of the State notifies the 
that the requirements of tliis subparagraph hav^ 
witli respect to such taxes, 
^ then the ta.%es so ti-ausferred shall be treated a^ i 

the unit of hx'al government (and not the taxp^j 
government). 
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' (i) RKr,ATi\T.^TNCOMK FAfTOR.— Fof puri)Ose8 of this subtitlcj^'tlie 
relative ineomtt factor iH a fraction — . i • i 

(Ji) in tiie case of a State/ the numerator of which is the ppr 
capita income of the United States and the denominator of which 
is the per capita income of that State; ' , . , . 

.(2) in the case of a cOiinty area, the numorntor of wh^eh is the 
per capita income of the State in which it is located and thetic- 
noininator of wliich i^fhe per capita income of that county area; ^ 

and 1 ^ i 

(3) in the case of a unit of local government, the numerator of 
which is the per capita income pf the county area in which it is 
Seated and the denominator 9f which is t'he per capita income of 
t he ^!:eop:raphic ar(»a of that UQit of local government 
For purposes of this subsection, per capita income shall be determined 
on tlie basis of inco/ne as (Wined in paragrap}]|f (3) of subsection (a). - - 

(g) AixoOATioN Rui'KS FOR FivE Factor Formui^. — FoF purposes 
of section 106(b) (8)— t ' - i ^ - 

(1) AiJ^orATioN^ ON BAsrs OF POPULATION. — Any allocation 
amon^^>he States on the basis 6f populUtjon shall be made byV^ 
allocating to eacli State an amount- which bears the sana5 ratio tQ ^ 

the tptal amount to he allocated as the population of such State 
hears to the population of all t)ie States. . . , 

(2) Allocation ox uasis of urbaniOT) population. — Any alio- ' 
ration among the States on the basis of urban ized-populatiOA shall 
bo made by allocating to each vState an amount which bedrs tliQ 
same ratio to the total amount to 1)(S allocated as the upbanized 
population of su(*li State bears to the urbanized population , of all 

- the States. 

(3) Allocation on basis of popuijvtion invfrsely wteiohted 

rT^R PKR capita incomf. — Ahv allocation among the J^tates on the 
J^asis of population inversely weighted for per spapita income 
, shall he nidde by ajlocating to each State an amount which bears 
the same ratio to t he total amount to he allocated as — ' 

(A) the population of such State, multiplied by a fraction 
* . the numerator of which is the ner capita income of all the 
Statx?s nnd the denominator of which is the per capita income 
of such State, bears to * " , 

(H) tlie sum of the products determined under subpara- 
, graph (A) for all the States, 

(4) Ar,LoCATi()N ON basis of tncomf tax coLi,KCTioNfl. — Any 
nlloration among tlie'StatOs on the basis of incojne tax collections 

\shall be m^ide by allocating to each- State an amount which bears 
the same ratio to the total amount to be allocated avS the income 
^ tax amount 6i such State bears to the sum of the Hicome t^x 
amounts of all the States. ^ ' ^'^^y \, " 

(5) ALr/)CA'noN on basis of oknkral tax kffort. — -Afiy allo- 
cation among the:\S(ates on the basis of general t^x effort shall be 
made by allocating to each State an amount wliich hears the same 
ratio to the tolaljunount to he allocated as the general tax'effort. 
amount of such State J)cars to sum of tl^e general tax etrort 
amoiiiUs of all theSt^itcs. ' 

* 
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Subiiile li— Administrative Provisions ^ 
SEC. 12ff. MODEnNIlATION OF GOVERNMENT^ 

(a) Policy axd Pinrosi:. — In order thai funds pravided^ u^ler this 
Act shall 'encovr<uje 'the modern^ cttfon'and>(Tv it al ideation of S^'ate and ^ 
localt (jovcmjncntf^, each State shall submit an annual nporl to tfk 
Secretary de^e^rlbing miy steps it. has taken to achieve the goal set 
, forth in this section^ " • • 

- (6 ) Statk MA.rrl':!: Pr>AX?—7t is established as'a goal that each State 
govei^nment prepare ami develop in accordance with subsections (o), 
\d)w and (e) a mni^ter plan and timetable fopiiwdecni^iitij and re- 
^vitaUzm.g State andl^qcal'c/Qvemment. ' ' 

{c) l^iihTARATio^poi^ Masi^ Pl^n AXD T I M^TABLK ,~Prh,r Jo mb- 
7nittj,ng the Statel^anhiual 7^eport to t\ie Secvet:q^y^\he' State's chief 
exemitive oficer may^ndmiit a proposed master plan ah^l timetable to 
the ^tdte IcgUlature and to fhe chief e^jpecutive 'oficer and Tegislative 
'body of each couAly g6veh\^ient^ towiiship- gOi^rnment^ and other 
unit of locoLgo'C'err^.meiil^ inclvding^ for these purpos.es, special purr 
'poH,eigovemm'c,nts nht' covered the definition of umt.of local gove^- 
HVcnt m Hfrtion'I()^{rl) (/). The pivposfd master phfn and timeiable^ 
shall^/ils^ be\^m.ade available to tlx^ pub]ic ,l)^y phMinationJ'n news- 
:p^pers throughout the State, '^Af-tev issuance' of ^7iy propojsed ihast^r 
pliin and.tim.eCahlQ'^ there ^hall be a period of not less than 1^0 days- 
^for local officials and^itl^ens of the State to coiimient 07i the proposed- 
■ wa-M^er pl^n a7\d> tim^.tabUw in acrovdoMce withxi prorcdure forsuoh 
/:o7i^ment ^pramul gated by the chief executhxe officef of the State. The 
^chief ewecutive oficer of the jSta/ie shall take into co7isiderqti}om suhh 
comwvcrUs fn preparing the'fina.l master plan and timetable, yi final 
mmter plUn and tiinetqbte^skatt be s%tbw'Atted to the State legislature 
7v}iich shall v.ote^ 77)'het?ier or not to submit s'u-ch plan to the Secre^aTry, 
^ (d) font pp ts of Mas (e r Pi am a kd Tim e tables. — " 

' (/*) Ix /?/:\vh'/i\\L. — A S^taie^s mastef plan and timetable r^iay 
\ confain : - . 

( / ! ^ d' sat' of '^)ro posaTs for S7ibs tan t /ally / mprov i rig the ef- 
^ ^ frctf rrrtrss, 'cconcpny and^ vqtiity of State anS. local govem- 
, ' ^ viejit ; . , ' • ' ■ 

. (,/>'') M r str />.^ {co?is t / tnfionalj.e g is Itf t ii 'c^or yid nlin is trat iv e ) 
, ^ , )ic(-(\^.s^'irj/' fo cffcchiate those ^])roposals ; an<t 

* [ i^'i ff'^tsi nu'ttdjle foe effect uat in g cac k pro posa I ih' t h 1 n a rea- 

. . sfHi()l)l'c period. *• . , . , > * - ' 

s(2) CntTr:iiiA~Ther follomin^/ brvml criteria may he em pi dyed ' 
in the d'evclojmfcnt of the ]rrqrtsions of the viaster plan and time- 
(able: * , * ' - . ^ * - . j ^ \ ' 

' J {A) FuxcTiox. — Gomrrimental responsibilities should b^e 
^ . assigned^ to State and suh-Sfate ghi-enwients jrith the^bjc'c- 
' • tira^ ii)^:proriding^aU residentsircith ai -teast^ a 7hihimatievet 
*of^l>'\d)Hcscrrire^. ' . .\ ' * " ' x 
[B) Sf7^:ru^n'L'/':. — The organi^(ft^ion of State and snJ^'-State 
0 ■ . *^ ' ' '"'^Z '/ h CP / Id subs ta n al ly red uce i he 7i u mbcrof lipi, - 
J ted fi( } ) ( "tion. ge n era I go v 'cr?! ments an d spe c tal d is tncts, 
{,(/) ' F/sr-A//\v7W^i/Ty.^7'he. sy^t( m of State and local. 



" 'fji.nrif M/ioi/J/f nMvIf hf a f(hr hurdnicomnirnsurnfr' irUh the 
fisrf/f rff/>/u'lti/'ojmhr. taj'/rtr/ ynit. 

(D) M AS'AO'PWfh'T CAPACITY. — Improvements in the profes- 
: sional capacity of State and local go^n^emmehts shoilld he 
Hpi rift cat hj addressed: - ■ \ 

A('cbL'STAiniiTY. — Broad participation of the general 
pah/ic -i/rif the drcisionTnakhig proce.ss shoidd he. eneourageS^ 
and fornujl Tnechaninms of reporting the impact of such de'\ 
■ , rlshns slioufd he proponed. ' * 

(e) Methods for Promoting I'Jfi'ECTivess^ Economy, and Eqcity in 
State AND Loc AT, Gov h:i{NMb)NT— . - 

(/) In GKSKUAL.-^ln preparing the inaf^ter plan an/I tim^tahle^ 
the chief exceptive officer may take into cbnslaeratio}^ the follow- 
/'/// nictJiod.^ for- promotlnq ejfoctivelnesi^.fecoiioi}}y an'd equity in 
State and local gorei'^ ment's : * 

[A) Interstate.— Aii^angemUnts^, hy irutj'rstnte compact or 
. otherwise fo^ dealing v:ith inlevHtate regional prohlems^^ in- 
cluf{lng those of mciropollian areas^ which Overlap State lines^ 
^and. folr regional cooperation in siich areas as healthy educa- 
tion^ ■ihelfare,£00i8ej'va{ion^ resource development^ transporta- 
tion^ recreation^ and hocusing , 

. (B) Stat^'e direct action. —Strengthening and modem- 
Jzlng of Stccte governmcr\t {hy constitutional, statutory y-and 
adminzstrditive changes) ^ inclwling hut not limited ^<3, mod- 
""ernised State^ hopfo'wing po-icers; iw^proved thx Siy stems ; 
" - in-er'eased finandfal and technical qssJstance' to local govern-' 
' 7a^ntk: refisl/ig 'the terms of State aids and shared taxe^ to 
compensate for dijferenccs in total local fiscal cdpaclty ; State 
assumption of (greater direct fiscal respon^lhlllty for haste 
M functions; modem perso-iinel systems: and development of 
^ ./ ^ninlmum St<dc stf//idards for services at tJie^t(/te and local 
level. 

( C) S TA TK A crjoN A i\EEr Ti NO I. o( '. I T, I Ti ES.—St 1 'c ng th enlii g ■ 
(/}id '}aO(imil::ing hy the, State 'of focal, rur/d, vrhan, and 
^metropolitan governments {hy const itutiqnal, statutory^ and 
ad n/f<trsjM.ve changes) , Including — 

(i)^Jianges' designed to make local government more 
evident, ec&nom-icaj and accountfdjle, as hy — 

(/) reducing the m/mhcr of. or eJlmhmthg, locnl 
' gorernnients too^small to provide efficient 'ad?nlnis- 
^ , t /'at Ion or />f)ssesslng Inadcf/unte fisu//l veaonrees ; 

{II) I'^dudng the vumhrr of .l^daJ districts not ' 
, . .s^uhject to democratic controls, a^'iaell ml netting those 
■}rh.ose fiinrtlons can he cariied out hy general 
governments : , " 

(///) granting adcqimte homC'^rule powers to 
* local ao'^^rnn^cDtS' of Hufjlcn nt sly.e and smpe: ^ 

{IV) improving local property tax adm I aist ra- 
tion: \ • 
. {V) aifthofh'lng local governments to utilize non- 
propeftj/ taxes^ coordinated at tl^e State or regional 
level; and 



56 



{VI) casing rstrictione on ihe borrowing and tax- 
ing powers of local governments, 
(ii) other changes designed to strengthen local gov- 
emTnent^in metropolitan areaa^ as hy — 

(/) lihefcdizing mmdcijial annexation of unin- 
corporated areSt^ 

(ll) settvng miniTmmi standards of popvlation 
and population density for proposed new incorpo- 
* rations; 

{III) authorizing city -county consolidation^ or 
^ ^ transfers of specified fimctions between w/wnicipal- 

, ,^ ;it.ies xtnd countie^ 
" " {IV) authorizing intergovexnrriental contracts 

for the provision of services ^ 

' (F) uuthorizing rmmicipalities to exercise extrh- 
territorial planning^ zoning^ and subdivision control 
over unincorporated areas not subject to effective 
county regulation; 

'(VI) res trie tmg zoning authority in metro- 
politaji areas to metropolitan bodies^ larger mimi'ci- 
palities^ counties^ or the State;-* 

(VII) authorizing the formMion of regional 
m,ulti- functional bodies for housing^ health care^ 
social sendees^ parks amd^ recreation; ami water 
sen oer facilities: and ^ . • 

( VIII) establishing. Stai^ standards^ of a>cco%mP- 
ability in the planning^ process^ and operations ^f 
special districts, 'boards^ commissions and official 
, agencies not directly subdVdihate to, a general 
government, 

(/) Reports Am Rkcommendations, — The Secretary shall report to 
CmqresH at the end of each fiscal year on the progress made by each 
State in developing and camjimg out a master plam> and timetSAe^ and 
based on such^ pro(^ress^ shall make recommendations concerning the 
goal set forth in this section. . 

t^EC. 121. REPORTS ON USE OF FUNDS; P.UBLI CATION 

C(a) Reports on" Usk of Funds. — Each State government and 
unit of local .governments which receivea fund^ under subtitk A 
shall, after the close of each enritlement period, ^submit a report to the 
Secretaiy setting forth the amounts and purposes'for which funds re- 
ceived during such peridd 'have been sppt or obligated. Such reports 
shall he in sucli 'form and detail and shall be submitted at such time 
as tn(» Secretary may prescribe. 

f/h) Kia'oi{Ts%)jfr Planxko Use of Funds. — Each state government 
and unit of ftcaf government which expe'cts to receive funds undjjr 
subtitle A for any entitl/ment period beginning on or after January^l, 
1973, atoall submit a report to the Secretary setting forth the amounts 
and ])#pos(»s for which' it plans to spend or obligate the funds which 
it expects to rereive during such period. Such reports shall be in such 
form and d(»(ail as the Secretary nlay ]> re scribe and shall be submitted 
at such t ime before the beginning of the entitlement period as the Sec- 
retary may prescribe. ^ * ' 
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[(r) PuHtiCATiov AM) Pi uMcrrv OK KKrmns.—Each Slato ^^ovorn- ' 
meat and unit of local ^mvurnrnvnt shall have a copy of oach iv[)ovt 
siibrrutted by it under subsection (a) or (b) pnblishod-in a newspaper 
wliicli is published within the State and has freneral cireuialion witlun* 
(he ^reof^i-iiphic area of tJuU ^n>vernnien( . Kach Stale ^^overninent and 
J ■ \\r\\t of loe:ul Vovernnient shall aMvise the news media of the publica- 
tion of its re[)orts pursuant to this subsection.] 

Sec. 121 Repdrts on use of funds; Publication anB public hearings'' 

(nY Ri'nohrs ox Puoi'(>si:n l/sf: ov Fuxds. — luich S/atc yovcn-i^^mt 
aivl unit of local (jovcrnment vlucli expects to receive funds wider 
subtitle ui or 1) for any enftflcvunt period heginning on or after Jqnu- % 
anj U IDll"^ shaV svhmit a report to the Secretary seti:i.ng forth the 
V amount.^ mid purposes for v)hirJi it propdsrs to spend or ohligate the 
furuls which *lt aspects tb 7^eceive during such period as compared loith 
the use of simila.r funds dmting the two imvwaiately preceding Entitle- 
mcnt periods. Each S'lLclP* report shall Inclvde a comparison of the 
proposed^ current^ an4 past use of such funds to th^^relevant func- 
tional items in its official budget anS specif y ichether the proposed we 
is for a com^pJetely ne.io activity., for the expaTision or contmuMion of 
an existing qctiA'ity^ or for tax .^fahilization or reduction. Such report 
shall he in such forrA and detail a.s the Secretary ma.y prescribe and 
shall he suhmittok at suvh time, before the beginning of the entitlement . 
' period as the Secretary may prescribe. 

(b) 'Ri-rouTS ON •Use oi>' Fbwnsf—l^ach Sta.te government and unit 
of local gorcrnmryit irJiich rc.eeiv^s fundf^ under .mhtitle A or D shall^ » 
after the close of each entitlement period.^ submit a. report to the Secre- 
\ tary {which report shall be available 'to the vuMw for inspecUon and 
reproduction) setting forth the ajnovnts and purposes of rohich funds 
received during su/^'h period have been' appropriated^ spent^ or dbli- 
gated and., showing the relationship of those funds to the relevant 
funetion^cd items in th^e government's o^dfd budget. Such report shall 
further provide an explanation of all differences between the actual- 
use of furuls received, and the proposed use of such funds as reported 
to the Seeretar}/ under .^ub.^crtion (a). Such reports shall be in such 
form anddrtaihand shall be submitted, at such time as the Secretai^j 
may prescribe. 

({') Piuu.ir IIkxrixcs Iii-:c^i:iia:i). — 

( /*) P/i'/:'/N:/'o/rr iiiWRixa. — Not /<^.v,? thau. 7 cnlc)idar d<tys he- 
fm'e the submissiaii of the report required,' under subsection ((?), 
each State goremmcnt or unit of local government irhich expect.^ 
to receive f unds un/ler subtitle A or D for any entitlement period 
^ hegi7V}}ing on or after Jamiary 7, 7.977, shulh after adeqiuffe public 
notice, have at least one public h earing at which eitizois sha-ll have 
the opportunity to provide written and 6ral comment on the pos- 
sible uses, of such fumls. ^[ 

{'2) Pnf:'m'i)(.'i:r //f.\/c/.\^. — Xot le.^s than 7 calendar day^ be- 
fore the adoptiirn of its budget a.r prorided for viuh r Stfftc and 
local l(nf\ eaelC State e/orcrn.menf or unit of loccil govejynncnt 
which expects to receive funds under subti-tle A or D for any en- 
titlement period begiviiing on or after J (notary h 1977., shall have 
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at hast one mihVir hcariwj on the jrroposcd use of funJ,s vipdte 
available uiidPr subtitles A and I) in relation to its entire budget. 
At s^ieh Jiearinq, citizens fihall have the ofportwnity to provide 
v:r!tten and oral eovvnent to the body responslbl-e for enacting the 
budf/et, and to have ansirered (juestions concei^mg the entire 
bvdqct and the relation to it of funds made available' binder 'sub- 
titles A and D. /^uch hfaring shall be dt a plgee and time that per- 
X viitn nnd encourages pvhlic attendance (md participation^ 
' - . i^i) WAiVF.'R.—The prdviHion.^ of parggraph (/) may be 
ir^irr,/ in udiole or in part in accordance mith regulatibn^ of the 
Se/^^tr/rf/ if the cost of such a re f/uire merit would be unreasonably 
bnrd(%i^b]ne in relation to the entitlement of such State govern- 
menf orm^it of local govemmvnt to fimds made available under 
kuhtitles A^:/ind /). the provisions of paragraph {2) may be 
evolved in. )rhqle or jn part in accordance 'with regulati.ons of the^ 
Sceretry if thii^i/dgct processes required under applieable Staife 
" or local UncH or charter provisions assure the opportunity for pub- 
■ lie 'attendance and j^mrt.icipatio)i contemplated by the provisions^of 
thi.M subsection' and apc(rtion of su^h process .includes a hearing on 
the proposed use of fundiim/ule available under subtitles A a,nd D 
in relation to its entire bvap^t, 
ill) NoTHirMiox AXD Funur^rv of Pvnr.ic I!i':Aniyas; Access to 
vrxiKT SvM m:\hy asd Proposki) A^f^ ArT^:\T, UsF. Repouts, — 

f/) /.V GEsntAh. — Each RtM&.aoveri\ment ' and unit of local 
gorcrnm-ent mhich expecf^s to rcccr}\ funds under subtith A or D 
for ami entitlement period heginnincf^n or after January 1, J^77, 
shall— 

(A) JO dayn prior io theyuhlie rmqring required by sub- 
section ic) (2), — '\ 

(/) publish conspiojously, in at lea:si one nevjspaper of 
generol clrcuhUi(^n, the proposed use re<port^ required by 
siibscctlon (a), a varratire summary. sHting forth in 
simple langiuige an explanxition of its proposed official 
budget^ and a notice of the time and place of swh public 
, hearing ; and 

(//!) mnhc avail ahU for impeotion an^reproductiqn by 
the public {at the 'pniici pal office of su^h State govern- 
nient or irnif^of local go7>^rnime)it, at public libraries^ if 
any, irifhin the bouiuiarhiirvf such a unit of local govern^"- 
ment. and^ in the case (jf a State goremynent, at tJie mxiln 
libraries of the prin^pal municipalities of such State) 
the proposed use ro/port^ the n-an^ati^e sumrnmry^ its of- 
fcal budget vdii^h shall specify with pariicularity 
each -item in^its iffi.cial budget ivhich will be funded^ in 
udiole or in partV^rith funcls made p,vailable under sub- 
title A or D <ond Ap/n each sii.eh I)} id get item^ shall* specify 
umovnt of si/ch fmids budgeted for f^iat item and the 
percentage of total\>.xpenditures for that itinX attributor 
ble to such funds; ahid 
(/> ) mlthiv -U) days afncr adoption of its biidget as provided 
Jgr ^^xler State or local Imo — 
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(if publish ron.Hpimiousb/^ in at ^cast one iiews'jmper of 
' general circulation^ a nari^ative summa'n/ setting forth in 
'siznple language an expfandtion of it^ official huaget {in- 
chiding an expjanatio-n of cha^n^gea from the proposed 
budget) arul the ri^Jafion^/dp of the use of funds made 
available under subtitles A and D to the relevant funa- 
tidndl items in such hudget; ami ' ' * , 

(ii) moJce such summmry amilaMe for vmpection and 
,t , . rep^oductio7i by the public. At the principal office of such 
Sfafe govemmcni or unit of local government^ qt public 
libra^ies^ if any. within the boundaries of such unit' of 
local go^yernm£nt^and^ in the case of a State government. 
« at, the^nuiin iibtaries of tjie principal municipalities of 

such State. • ( , 
{2) Waiver. — The provisions of paragraph (/) may be 
vai^-ed, in u)hole\or in part, ^rith respect to publication of the 
I^Yoposed^use^ reports and the narrative sunvmaries, in accordance 
with regidafiohs of the Secretary, where the cost of such puhlica- 
,f!o.n would be unreasonably burdensome in relation to the entitle" 
V r m^nt of such State '(/ovemment or miit of local govemihent to 
fvnd^made availUble vmder subtitles A and Z>, or where such pub- 
- liration is othemmse impractical or inftasible/ln addition^ the 30 
(lini provision of paragraph (J) (A) may be modi fed to the mini- 
^ „ ^0 7nfnn extent necessary to comply with State amd local law if the 
Srn^etary is satisfied with the- citizens \pf the State or local ^ov^' 
emment will receive adequate notification of tJie proposed use of 
founds ^ eonsi^t'^rd with the intent of this section, 
{e) Reports Pro\idkd to tiir Govic^nor. — A copy of each report^ 
required uhder subsections (a) and (b) filed with the Secrefary by a 
unit of local government which receives funds binder subtitle A or D 
shall be provided by the Secretary to\ the Governor of the State in 
which the unit of local government, ii^ located^ in such manner and 
form as the Secretannj mxiy prescribe b^ requlation. 

^ (f) Plax^ed Use Report to Areaw/de dRGANiZATioN. — At the same 
time ihAit the proposed use report is published amd publicized in'ac- 
cord once with this section^ eaoh unit of local govem/nient which is 
tf'ithi}h a 7)jrtropolita.n area shall submit a copy of ths proposed u^e 
i^tiis^a^uia*^!!^^^ areavude organisation in the metropolitani area which 



is forniaJly charged nnith c&rrj/ing out the provisions of section 
of the Dinnanstration Cities and Metropolitan Dercloprnent Act of 
inctO ( {i? f/.A'/'. 3S3i) : section Jfil of the Interqovemm-entM Cooper- 
ation A rt of W(m (42 r/.S.C. 4.2.3 J ) ; or section S02 of the Housing and 
Cmnwtniity Derelopvient Act of 1914 (4^ U^S.C. 461). 
[SEC. 122. NONDL^RIMINATION PROVISION. ' ♦ 

In General. — No person in the United Staffs shall, on the 
^rounrl of race, color, national origin, or sex be excluded from partici- 
pation in, bo denied the benefits of, or be subjected to discFimination 
under any program or activity funded in whole or in part with.funds 
nindo ava^ilable under subtitle A. R ^ • 

[(b) Aun-TouiTY OF Secriptart. — Whenever the Secretary deter- 
mines that a State government or unit of local. government has failed to 
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comply witli subsection (a) or an applicable regulation Jie pluill notify 
' the Governor qf the State (or, in the case of a unit of local government, 
th^ Governor of the State fn which such unit is located) of tlie non- 
compliance and shall request the Governor to secure compliance. If 
within a reasbnable period of time^tlie Governor fails or refuses to 
secure compliance, tlie Secretary is autliorized (1) to refer the matter 
to the Attorney General with a recx)mmendatio^th.at an appropriate 
civil action/be instituted; (2) tp -exercise tlie powers and functions 
provided b^ title VI of the Civil Rights Act of 1^64 (42 U.S.C. . 
• 20p0d) ; or (3) to take such other actioii as may be provided by law. 

[(c) Authority of Atix)rney General. — Wlien a matter is" refer red . 
to the Attorney General pursuant to subsection (b) , or whenever he has 
reason to believe that a State government or unit of local ^^-overnment is 
engaged in a pattern or practice in violation of the provisions of this 
section, the Attorney General^ may bring a civil action -in any appro- 
priate United States district court for such, relief as may be appro- 
priate, including injunctive relief.] 

SEC, m, NONDISCRIMINATION PROVISION. 

(a) PiiOuiiiiTK^w — ( / ) I.v GicyKRAT., — No -person shall^ on account of 
race, color, religion^ sex, national origin^ age, or handicapped status, be 
exchided from part icf pat ion in, he denied the ben^ts of^ or he su])-, 
jcrted to di^^crhmnation under a.ny program or activity of a State gov- 
er7)inent 07' unit of local c/oiuyrnvient which govei'^iment or unit receives 
f umis made ai ' a da b le u nd er subtitle .4. or T>. Tlie provis ions of th is 
paragraph shall be interpreted — • 

{A) in accordance v-ith titles 11^ III, IV, VI, and VII of the 
Ciril I^ights Act of 196 If, as amended, title VIII of the Civil 
Rights Act of lOGH, a.s amended, and title IX of the 'Education 
Amendments of 1!)72^ loith respect to discrimination on the basis 
0 f race, coJ,or, religion^ sex, or natioiud origin ; . 

(B) :in accordance vntK the Rehabilitation Act of 1973 with 
respect tb discrimination on the basis of handicapped status; and 

(C) in accordance v?ith the Ago Discrimination Act of 1975 
'arith respect to discrimination on the basis of age, notwithstand- 
ing the deferred c/f cct ivcfws^-fsuch Act. 

(f^) P]XCEPT!0SS, — . * ' 

{A) Fl^M>l^'a. — The proviv^ons of paragra,ph (1) of thij sub- 
section shfjH not ap]>ly where any ^State (jpvemment or unit of 
local government proves by a. preponderance of the evidence that 
the program or'acticity with respect to which the allegation of 
discrimination has been made is not funded in whole or in part, 
directly or indirectly, with f unds niade available under subtitle 
A or D, ' ' 

(//) CoxsT/ff/rr/o.y piwjiccts in PROciif:ss, — The provisions of 
paragraph (J)s relating to discrimination on the basis of handi- 
cap ])ed status, shall not apply ivith respect to conj^tncction proj- 
ects commc.ncexl prior to January 1, 1977. 

(b) Al'TliOniTY r)F TlIF SKfUh'TAnr. — 

(/) NoTici:. — Whenever there has been — 

{A) piddic(iti(>n or receipt of notice of a finding, after 
notice and opportunity for a hearing, by a Federal or State 
coxirt^ or by a Federal or St ate administrative a.gency {other 
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than the. S<rnfnrj/ f/nr/rr H)ih parafjrnpk (B)), to the effect 
that there h(/M ha }^ n pattrm or practteo of diHerimlnatlo7i an 
the hcifVH of voevy col or ^ vrligion, sex^ "national origin^ ago^ or 
lianiVi capped f<tat\i}\ in (iny program or a<'tivity of a State 
iiori rnnii )\t or f/hit of lonil govi rnmoU ^ mhirJi gorer^vment or 
, iDiit rQcriveK funds mode arailahle under subtitle A or I) ; or 
■ (H) -a di'tcrnitnation that a State go^^ernwcnt or unit of 
lo(nl {jin'iimntnt is not i/i ron) j)lifnu r icith sulj'Seetion (a) 
( /) after an in f^estigatirm by t*he Secret ai^,, prior to a hear- 
iiuf u}i(l('r jxirngra ph {/^)\.l'jat including mi op portimit y for 
thr Srlat'C )/f}i'<'/^nnK'/ft or unit of local goremxment to make 
a doeun\(')\tiinf snt}wi}<Hii)n regarding the allegation of di.'i- 
■ crirrbiiuition or the landing of s}ieh program of activity loitk 
f u mis made kva ila hie under subtitle A or D ; 
the Sf^'cretarj/ shall ^ ivithin 10 days of such occurrence^ notify the 
(rfj-rrmor of the affected State^ or of the (State m v)hich an affected 
unit of^local goveryiment is located^ and the chief executive ofjioer 
of Huehaffceted unit of local government^ that su/^h State govern- 
. fuent or unit of local government is presumed not to be in com- 
^ plif/nrc irith suJ)\rction (a) (1), and shall request sv^h Governor 
and f<urh chief e.rrrictire offieer to secure compliance. For pur- 
poxf M of H-ah paragraph (.4), a finding by a Federal or State ad- 
'Ufinistrative agency shall he deemed rendered after notice and 
opportunity for a hearing if it is rendered pursvant to procedures 
romistent with the 'jrrovisions of s^ibchapter^ II of chapter 5, 
title ."f, United States C'ode. ^ 

(2) VoiJ\\T\iiy roMviJAscK. — rn. the event the Governor or ihe 
chief fXff^utire officer Hcc\ircH eoniplianre after notice pursu/int to 
paragraph (/), the terms and conditions with lohich the affected 
State government or unit or local government agrees to comply 
shall he set forth vn writing and signed by the Governor.^ by the 
chief f xen/tive officer ( in the event of a viohitioni by aimi.t of local 
gr^ri rnment), and by the Secretary and the Attom£y General. At 
Icf/s't I'> days prior to the effectiA^e date of the a^greement^ the See- 
n tary sha}l send a copy of the agrceni-rnt to eax)h complninant\ if 
any, \rith respect to such violation. The Governor^ or the- chief 
e.vf rutire officer in the event of a violation by a unit of local 
f/f}ef rnn}ent, shall fie scmiannnml reports with the Secretary/ and 
the A ttoniey 'General detailing the steps taken to cow^ply vv'th 
the agrcen}cnt. Within If) days of receipt of sveh reports the Sec- 
retar^f .^hall send ci, copy thereof to each such aompl-ainant. 
(.?) Sf'srrvsrov ixf) ix^rrsrwiprioy of rwMffyr of Fi^yms. — 

f.I ) Si'SFFXsiox \FrFR \e)rfrF.'--Jf, at the conclusion of DO 
df/i/s' (tfter )}otif ration under paragraph (I) — - 

( /) a com /)lianee agreement han not been entered into 
]i}}der parngraph (2). 

(ii) con} pliancc ha.<i not been sce^/red by thf Goronor 
of that State or the rhief crceniJiee officer of that vnit of 
local <iorer)]n}rnt\ and 

( Hi) an adn)inif^tra/irc lair ji/dge has vot vnnd/> a. deter- 
mination It n'4-f-r parag-rehphr i^Jf)i A) that it is Vilxcly the 
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S0U (/ovmurncnt err unit of local government vriU prevail 
071 the merits^ 

the Secretary shall notify tlie Attorney General tfuit com- 
pliance has not been secured and sluill suspend f urthrr pay- 
ment of any funds wider subtitles A and D to that State goc^^^ 
cmnwnt a/^ that unit of local government . Such mspfmiom 
■shall he effective fw a period of not more than 120 duys, or^ if 
tJiere is a hearing unaer paragraph (4) (B).j noC nwre than 
30 days after the conclusion of such hearing. 

(B) RkHUMPTIOS Olf PAYMENTS SU.^PKNDED UyUER Si'BPAKA- 

GRAPH (/I). — Payment of the suspended funds sfiall resume 
only if — / 

{I) s'uch State government or unit of Ideal government 

enters into a compliance agreemennt approved by the 

Secretary and the Attorney General in accordance with 

paragraph {£) ; 

(ii.) svrch State government oru/nit of l-ocal government 

complies f'ulhj mith the prwl order or judgment of a Fed-; 

eral or State covert ^ if tlmt order or judgment covers all 

tlie mxitters raised by the Secretary in tJie notice pursuamt 
, to paragraph (/), or is found to be in compliance with 

subsection (a) {I) by sicca court; or 

(ill) tlie Secretary finds^ pursuant to paragraph (4) 

(B), that noncompliance has not been demonstrated. 
{C) SrjsPExs/oy upon action by attorney general. — 
Wh^.never the Attorney General files a civil action alleging a 
pattern or practice of discriminatory conduct on the basis of 
race^ color^ religion^ sex^ national origin^ age. or handicapped 
status in any program or activity of a State goucrninent o^r 
unit of locat goveymment^ which State government or unit of 
local gove.mment receives funds made available under sub- 
title A or /), and neither party within //> days after surh 
filing has been granted such preliminary relief with regard to 
the hisj>ension or payment of funds as may be otherwise avail- 
ab le h y la.v\ the Se ere tary shall sus p e nd- fu rf her paymep^t of 
any hinds under subtitles A and D to that State government 
or that unit of local gon^ernrwent umtil such time as the court 
oi'de/rs resumption of payment. 

(4) llEARlNaS; OTHER ACTIONS. — 

{A) Preliminary hearing.— Within the first 30 days after 
notification, under paragraph (J) {//), the State qorcf^ment 
or unit of local govcTwrnenX may request an expedited prelim- 
inary hearing by an administrative law judge in oi'der to 
determdne whether it is likely that the State 'government or 
unit of local government rvould, ai a full hearinq under sub- 
paraejraph (B) of this paragraph^ prevail on the merits- on 
the issue of the alleged noncompliance. Such judge shall 
render a finding hereimder within the 90-day period after 
nMification under paragraph {1)(B). A finding under this 
s^ lb paragraph by the administrative law judge in favor of 
the State government or unit of local government ^^hall defer 
the suspension of funds under paragraph (S) until the SlOth 
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(l(Vi after the /.s.^ua/ur of d notice of noneoDi ploinec u/ultr 
pamijraph or until oO daf/s after the conela.Hion of 

hearing on the ineritH utuler subpurayraph (Z> ) of this para- 
graph. 

(B) CoMPT.iASCt: nF.'\Hisa,~-At any time after notification 
under paragraph ( / ) but b( jore the eonvlusion of the i20-day 
period referred to In parayraph (^)Vl, a Si^ate gocernnient or 
unit of lo<:al goeernnu nt may I'equest a hearing, which the 
Secretary shall initiate within 30 days of such request. Tlve 
Secretary 7n<iy also initiate a heariny in ease of a finding in 
favor of a State goveriuiwnt or unit of local yovernnient un- 
der 8-ab paragraph {A) of this paragraph. Within 30 days 
after the coiuduslon of a hearing under this subparagraph^ or^ 
in the absence of a hearing ^ within days a ftp' issuance of a 
notice of non^'o-mpliance wnder paragraph (i), the Secretary 
shall make a finding of opmpUance or noncompliance. If the 
Secre.tai^y vuikes a firuling of noncompVumce^^ the Secretarij 
shall (^) notify the.Attonwy General of the Fnited States in 
order that the Attmmey General muy nmstitute a civil action; 
under subsection (c), {ii) te7miiiuite tJie payment of funds 
under subtitles A ami B. and, {Hi) if appropriate, seefc repay- 
nient of S'och fund.s. If ,the Secretary makes a finding of com- 
plianre, payvwnt of the suspended funds shall resiome as 
provjdfd in paragraph (3) (B). 
(/>) J/iiDiciAL RKYiEW. — Any State government or unit of local 
gorernment aggrieved by a final deter^nination of tJie Secretary 
under paragraph (/^) may appeal S'uch determvnat ion as provided 
in section I43[c). 

(c) Arrnio/crrv of Attouxky Gkmcral. — Whenever tJie. Attorney 
General has reason to believe that a State (jovemm^iit or unit of local 
gavernment luis engaged or is engaging tn a pattern or practice in 
violation of the provisions of this section, the Attorney General may 
bring a civil action in an approprnate United States district court. 
Such c&icrtmay grant as relief any temporary restraining order ^ pre- 
liminary or permanent injun^ion^ or other order ^ cui necessary/ or 
appropriate to insure the full enjoyment of the rights described ifi 
this section^ including the suspension^ termination^ or repayment of 
funds m/jde avallahle under this title ^ or placing any further pay- 
ments under this title in escrow- pending the otUcome of the litigation. 

(d) A(;jcf':h\Uf':.\rs Ihrrwhhy A(;i':xcihs. — The Secretary shall enter 
into' agreements with State agencies otnd loith other Federal agencies 
aiUhorlBlng such agencies tb investigate noncompliance icith sabsec- 
tlcrn (a). The agrc( mcnts shall describe the cooperative efforts to be 
undertaken {Including the sharing of.. civil rights enforcement per- 
sonnel and resources) to secure compliance with this section^ a.nd shall 
provide foo' the Immediate notificaiion of the Secretary by the Attor- 
fU'u General of any actions instituted under subsection {b) (S) (O) ^ 
subsection (c), or under any other Federal civil rights statute or regu- 
lations issux'd thereunder. 

SEC 123. MISCELLANEOUS PROVISIONS. 

(a) AssuRANCKfl TO THE SEcfRETARY. — In Order to qualify for any 
payment under subtitle A for any entklemcnt period beginning on or 
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after JanuaiT 1, 1973, a State govemnicnt or unit of local government 
miist establish (in accordance with regulations prescribed by the Sec- 
retary, and, with respect to a unit of local government, after an • 
opportunity for review and comment by the Governor of the State in 
y^hich such unit is located) to the s^itisfaction of the Secretary that— 

(1) it will establish a trust fund in which it will deposit all pay- 
ments it receives under subtitle AorlJ; ^ 

(2) it will use amounts in such trust fund (including any . 
interesfearned thereon while in such trust fund) during such rea- 
sonable period or periods as may be provided in such regulations; 

[(3) in the rase of a \mit of local government, it will use amounts 
in such trust fund (including any interest earned thereon while in 
such trust fund) only for priority expenditures (as defined in 
section 103(a)), and will pay over to the Secretary (for deposit 
in the general fund of the Treasury) an amount equal to 110 per- 
cent of any amount expended out oif such trust fund in violation of 
this t>araffraph, unless such amount 48 promptly repaid to such 
trust fund (or the violation is otherwise corrected) after notice 
and opportunity for corrective action ;] ) 

(4) it will provide for the expenditure of amounts received 
under subtitle A only in accordance with the^lawsend procedures 
applicable to the expenditure of its own revenues ; 

(5) it will— / 

(A) use fiscal, accounting, and atidit procedures which 
conform to guidelines established [l/liereforT in conformity 
vnth subsection {c) of this sextionJhy the^ Secretary (after 
consultation with the Comptrolle^ GeJiera* of the United 
States), wnd conduct imlependentjji^nwncial midits in accord- 
ance with generally accepted miditing standards as required 
hy paragraph {2) of such suhseciion^ 

(B) provide to the Secretary/(and tb the Comptroller Gen- 
eral of, the United Stateat), on Reasonable notice, access to, and 
the right to examine, such bcSolcs, documents, papers, or rec- 
ords as the Secretary may reasonably require for purposes of 
reviewing compliance witl^this title (or, in the case of the 
Comptroller General, as the Comptroller General may reason- 
ably require for purposejs of reviewing compliance and oper- 
ations under subsection /c) (2) ), and 

(C) make such aniVrial and interim reports (other than 
reports required by s/ction 121) to the Secretary as he may 
reasonably require; / 

(T)) all laborers and mechanics employed [by contractors or 
subrontnictors] in the {^erformnnce of work on any construction 
project, [25 percent O:^' morel of the costs of which project are 
paicl]| irhirh is fuvdrd/in irhos^ or part out of its trust fund Estab- 
lished under paragraph (1), lillipe paid wages at rates not less » 
than those prevailing on simNar construction in the locality as 
fietormined by the Secretary of Labor in accordance with the 
Davis-Racon Act, as amende*di40 U.S.C. 276a-276a-5), and that 
with respeqt to the labor standards specified in this paragraph the 
Secretary of Labor shall act in accordance with Reorganization 
^Plan Numbered 14 of 1950 (15 F.R. 3176; 64 Stat 1267) and sec- 
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tion 2 of the Act of June 13, 1934r as amended] (40 U.S.C. 276c) 

, except that nothing in thin HuoHection shall he constnted to 
rover work perfo-rmed hy a state or local jurisdiction with its own 
regular, pei^nawat laborers ar mechanic^; 

(7), indlvidiuilsvinployed by it wliost* wages arc paid in whole 
or,jn part out of its trust fund ostahlished under paragraph (1) 
will be paid wages which are not lower than the pi'evailinff rates 
of pay tor [)erson.s employed in siuiilur public occupations uy the 
same emploj'or ; and 

^ (8) in the ease of a unit of local g.overxjment as defined in the 
..second sentence of section 108((1)1(1) (relating to governments of 
Indian tribes and Alaskan nativ.e villages), it will cfxpend funds 
received by it under subtitle A for the benefit of members of tlie 
tribe or villafre residing in the eounty area from the allocation of- 
wludi funds are allocated to It under section l()8(b) (4). 
PnrajLnapli (7) shall a])[)ly with respect to employees in any category 
<);ily if 'A:) percent ()r nu)re of the*, wnge.s of all euiployees of the State 
govei nnient or uriit of -local government in such category are paid from 
(he truh^t, fund established by it under paragraph (1). 

(b) Wi'ruiU)U)iN'(; OF Pa ymkn i's.— I f the Secretary determines that 
a State gosernnient or unit of local government has failed to comply 
^ul)*-tanl iall v with any jirovision of subsection {a) or any I'Ogulations 
piesci ibed thereunder, after giving reasomible notice and opportunity 
Tor a heai'ini: to tht^ (lovcrruir of the State or the chief executive olficeV 
of t.h(» unit of local governnu'ut, he shall notify the State government 
or unit of local government that if it fails to take corrective action, 
within (it) ilays from tlve date of receipt of such notification further 
j)aynients to it will be withheld for the remainder of the entitlement 
period and for any sul)se(|uent entitlement ])eriod until such time as 
the Secretary is ftatislied tint appro^)riat(! corrective action has been 
taken and that th(»re will tu) longer be any failun* to comply. Until he 
is satisfied, the Secretary shall make no further payments of such 
amoirnt^!. 

(c) AccoHNTrNO^ AuDrnxo, axu Evaluations.^ — 

(1) In (;kxkha[.. — The Secretary shall [)rovide for such [ac- 
counting and auditing i)rocedure.sJ muUtH^ evaluations, and re- 
views as rnay be ne^•(^^sa!•y to insure that the expenditures of funds 

. -^receivM under subtitle A or D by State governments and units of 
local governnuMit comply fully with [the] requirements of this 
title. S^\fch and its, rvalvation.9, and rp)uein8 shall include such i/nd^- 
pendent audits as waj/ be rerpiirrd -pursvant to paragr(i,ph (£), 

* The Secretary is authorized to accept an audit by a [State of such 
expenditures of a] State government or unit of local government 
of i/M r,v prfulituvi'H if he determines that su<'}i audit conducted 
in rmnpHanre "^nith paraqraph (2), and that such audit and the 
audit procedures of that State govrmrnent or unit of l^cal govern- 
ment are sufficiently reliable to enable him to carry out his duties 
under this title. ^ 

[(2) COMITROLLKR GeNKRAI. SHALL REVTEW COMPT^lANCK.--pnie 

Comptroller General of the Unite^ States shall make suchi^iews 
of the work as done by the Sexiretary, the State governments^ and 
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] the ujiibs o| locivl goveninieat aai^may be nocossary for The Wi- 
rgress to evaluate compliaxice and\ operations under this title.] ^ 
(^) I ^'Dl^H'NOt:^T Avurr^.—Tke Secretary aJuiIl, after coiu^lta-, 
' tlon with tjle C o^mpfolhr Gvm rafliyromuUjate regulations to take 
effect not later tkWn March 31, 1077., w hick sfiall require tlmt each 
titale ijoveru^iicnt aiul wUt of locdi (jovcm/iW/U receiving furui-s 
under 8)Mitle A or D co-ndurfs dimr\g each fiscal yoar a/n audit 
V^fimncial accovMs in accordmce with gerterally accepted 
VUi^ng standards. 'Such regulalio)i8 shall include swh prain- 
IS as may be necessary to assure, \m,dependent audits are con- 
ctcd in accordarirce urith such stcmdards^ but may provide, 
X less formal reviews of financial informatioi^^ or less frequent 
Vdits, to tlie extent n^cessonj to ermire tlmt the tost of such 
^luclits not he um^reasonably hurdensoink in relation to the entitle- 
ment of sVrcJuState govcntvient or un\t of local gorerrmient to 
fwnds available umder subtitles A and Such regidation^ shaU 
furt/ier pj'ovide for the arailahility M the public of finan/)i(d 
statements and reports on, audits or in f&mujc reviews conducted 
under this paragraph fo^r inspection arul reproduction as public 
documents, - • - 

(3) CoMPTROIvLlCH OKXlCa\T. f^^TALL RkVtKW COIVrPLIANCE.— ThiB 

•(Comptroller General of the rnited States slmH nmke such reviews 
of the work as done by the Secretary, tJie State governments, and,^ 
the units of local povrnnncnt as may be ne<'.essary for the Congi'ess 
to evaluate coinpLiancexhd o])orations imder (his title. * 
{d) IcEPonv QM^^} Si;€i{KTAin' or tijk TmcASuny. — T lie Secretary 
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yu'lmle with the repf/rt required mide^Bection 
Congress on the implementation' arui adminis- 
J^dunngjh£.-^4m^^^^ 
incl^i^dB^hj^no^-if^^^^ to, a camp^hensi/oe and detailed analysis' 
of tlie following :f \ 

(I) tlie TTpaJivresMaken ta/comply with section 122, inchidAng a 
d e scrip fi/m!of tlie r}dtimjmd' extent of amfnoricompHa/nce amd the 
statm of alilper\ding hi^^ 

{2) the extent tOy^lrh ri-tiBens in recipient jwi^sdictiori s Iwve 
become i4.voh>edm the deciMons dstei^iining tli^ expenditure of 
funds received ymler s-uh h^l^^s A (tmtD / 

{.]) tlie ext/nt to wh(^k\recipieht jurisdictions han)e <iomplud 
with section/hs, incl/ud/ing d4(<^crlptio^n'of the nature amd^ extent of 
any nonoo'fkplia/tice Offxd of mhijisures taJcen to ensure tlie h^depejxd- 
cnoe of audits condu/ited pwrsudnt to subsection ( c) of such section : 
(If,) the mxmn^r in which fu/flds distnbuted ymder subtitles A 
oqxd D hm)e been used, in4^h(dvng^t^e net fiscal impact^ if cmy^ in 
recipic'ht '/v/7*i^dicttons : and \ 

{ f) ) signiprant problems arising iriihe adm/inistration of the A ct 
a/nd proposals lo re^medy such pi-ohi^ms through appropriate 
legislation, 

{r.) Prohihition of Usf for LonnviNG Punnb^FS. — No State govern- 
ment or unit of local, government may use, direbUy or itulkrectly, my 
part of the fumds it receives und-er ntl)title A or Kfor the jmrpose of 
lobbying or other a-ct?Tities intended to infbiterice am/ leg^jflatioT). re- 
garding the ]}rovisions of this Act, For the 'purpose of\this subsection^ 
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d/wea paid to Satlonal or State a,ssoclatl(/ris shall be deeiticd not to Juive 
been paid from funds recvioed vnder subtitle A jor I). 
SEC. 'm. COMPLAINTS ANQ COMPLIANCE REVIEW^. 

By March Jl^ 1977^ the Seo^anj shall pronoalyaic regulatioiis^ 
^^es tab lis hi rig — ' / 

{J) reasonable and specific time limits for the Secretary or the 
appropriate cooperating agency to resporid to the filing of a com- 
plaint by any person alleging that a otate government or wait of 
local gcxvemm^nt is in violation of the provisions of this Act, in- 
eluding time limits for instituting an investigation^ making an 
qppro^iate determination with respect to the allegations^ and ad- 
vising the complainamt of the status of the complaint f and p 

(2) refi'S(/)ui/dr and sp'^rifir time limits for the Sen'ctftry tQ ron- 
durt^ aiidits and revi^ins of State govemmients and, units of local 
ijo/eimmieiit fo7^j-(nny!iary'e. uuth^t/te protfisiona^of this Act. 
SI':C. jfi5. PRIVATE tlVIL ACTIONS, 

{aj In any action brought to enforce com plianre irith any provi^in/^ 
of thi^ Art^ the court may gnnit to a 'prcvaillttr/ plain tijf reasoixnide 
ahofTiey fees except where the lairHuU' lh frirotouH, vexaticyaSy brought 
for /tara^pju'nt purposes, or brought pf'inripaHy for the purpose of 
gaining attorney fees. 

(b) lNTt:Hvt:srioN itr Arix^nsKY Cimcral. — In any action brought 
to enforce compliance wit fi any .proriaion of this Act, the Attorney 
General^ or a HpcciulTy drnignatrilas-'fistani fo?' or in the vanie ofJhe 
Ignited States^ m^iy inter erne upon timely application if he eertififs 
that the action is of general pnb'Hc iniportanvr. In yuch action the: 
Ignited States sftall be entitled to the same relief as if it had instituted 
the action. 

Subtitle C — General Provisions 

SEC'Ul. DEFINITIONS AND SPECIAL RULES. 

(a) Secuetajiy. — For purposes of this title, the torrn "Secretary 
moans the Secretary of the Treasur}' or his delegate. The term ''Se(*re- 
tar}j of the Treasury" means the Secretary of the Trensuiy personally, 
not including any delegate, ^ ^ ^ 

(b) Entitlkmf.xt PnRroD. — For purposes of this title, the term 
"ei^tlement period'' nieans — 

(1) The period beginning Jan^iary 1, 197*2, and ending June f^O, 
1972. 

(2) The period beginning July 1, 1972, and ending Decem- 
ber 31, 1972. 

(3) The period beginning Jnn^iarv 1, 1973, and enging Jime 30, 
1973. 

(4) The one^<^?H^ periods beginning on July 1 of 1973, 1974, and 
1975. .X^ ^ , ' 

(5) The period beginnirig July 1, 19T6, nnd ending Decem- 
bep^l, 1976. 

(6) The period beginning on Jamwry 7, /.977, a,nd endinq Sep- 
tember .in, 1977, ' ' ^ 

(7) The one-year periods beginning on October I of !!)7,7^ 
1978, and 1979. 




' (c) T)rRTRicT.V)F €()LUMBTA.-r~For piirposGS of ' this title, the District 
'of Colii|[?ibia shaU be treated bothir- 

: (1) a State (and any r,eie^^e to the (jOvernor of a Stat» 
shall, in the case of the Districj^^^^pabia, be treated as a ref- 
erence to the Mayor o/ the Distric-jt^^^^Wa) , and ^ ^ 
(2) as a country area which has local gpvGi-nmont- 

V (otliertha%its6lf) within its geographic aF^ 
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• SEC. .142. REGUI<ATriONS. / , 

// (a)^GK-N*icRAtf RuLK.— The Soeretary shall presc 
i^^may be^cijssary or appropriate to can-y out th 

- (1:0'^ AdKINISTOATUT^PROCTOlTRE ACT To ApPLY. ^ 

. provisions of subchapter II of ('fhapter 5 of title 5 of the UnT 
Codo shall app^^^'t^o the jy^^n.ljjtiQns prescril^ed ^^^"^ this'ti^ 
titUvmeni pepi;ods be^^ipnino; on'or aftet* tlfiLnupTry 1,1973. 
' SEe. 143. JUDICIAL REVIEW.^ ^ V . • 

(a) Pktitions FOii REv|K\v^.-f-Ai| State which receives 
rodnction.^'iji entitlernrt^t underi'^.q^iorfl 107(b), and any S 
of local ^overniijeYjt which ireceives^ ajlnotice of withhold; 
nioiit^ uiidersP<'Hon [l04(bVor] 12g(li) , may, within 60 d 
<'(M\**inor^ si^ch notice, file with Jthe'iJnited States cou-rt of 
-the circuit in w'brch such Stiit^ or^unit of local ^oyernme] 
'a^p(\titiw for review of the action of the Secretary. A copV of the peti- 
' .tio^ s^haM forthwith be transjnitted tp €he Secretary ; a cotoy shall also . 
f^tthwith be transmitted to kmm\^ General: . '\ \ 

' (b) Rkcoro.— The Secretao^ shal'L fijrin the court the/record of the 
.proceeding on which he based hij3 action, as provided ip section ^112 
()T titn^. 28, Unit-ed States Cod^e. J^o objection to ''the action of tife Sec- 
retary^ shall -bo. considered by the court unless such objection has beens 
u rnrodi be fore the Secretary. , • ' ^ * 

'* (c)' JuRis^HrTio:i^"9F OouVt:.-7-The^ c^>irt"^ h 
a^ffli-ni'or modify tl^e actipn of fl^^e Scpretai'y or to S' 
\(>r in ])aVt. The flndinirs of fact b'>5^'e^Secrcf-jirv, if 
' stantial evidoirce contained in< tlW record,^sha!l;*b(f'c 
• over, if any finding is not sfipforted by s)ib5»tant ial- 
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in the record, the court may remand the ca*S(» |f) the Secretary ^ 
ta1<c 4*nitlicV evitlenccf-and the Secretary may tiu|\Mipon make new or * 
'modidcil iindin^s of 'fact and may modify liis previous actions. He 
siTall ('(j',tirv'«h^ the court the. r(M.^onl of an%fnrrfer proceedings. S'ucli 
^n(>\v (fr moililietl findings of fact shall li-kew'i|l be conclusive if sup- 
T)(U-fcd l)V substantial evidence cout^ii^ed in tl^^^^cord. - 
'(fl) hV.viKw nr Sf'PRKMR Ouin\— The judgment of the e^urt shall 
1R> siil)j(H't to review by the SupVeme Court 6^f 4he United States upon 
cor-iiornvi-or C(>rtiflcation, as provided in* sectron 125-1 oT tifle 28, 
Vni fed States Code. > . - . . 

SEC. U\r AOTHOPITY TfO REQUIRE INFORMATION ON INCgME TAX 
REWRNS. ' ; t . , 



' ^{X) JNFouMAtroN wrni rk^tkct xp^piiACE OF RKsmENCK.— bub- 
' -part B of part II t)f subcMpter A of cfeapter«61, of the Internal 
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Revonwe Code of 1054 (relating to incorpe tax returns) is amended-, 
by adding at the end thereof the f ollWing new section : . * 

,*'SEC. 6017A. PLACE OF RESII>ENCE. ^ " ^ 

'^n the case of an ir\^dividual, the information required on any 
'ui-n with respect to the taxes imposed by chapter 1 lor any peripd 
include information as to the State, cqunty, municipality, and 
er unit of local govemm'^nt in which the taxpayer (and any 
dividdal with respect to whpm'un exemption isxlaimed on sue|^ 
eturn) resided on one or more dates (determined in the manner prp- 
ided by regulations i)rescribed by the Secretary o.r_ his delegate)'*'^ 
during such jieriod." ' _ . 

' (2) Cij:iurAT. AMENDMKX-F. — Thc tablc of sections for such* 
subpart B is amended by adding at the end thereof the folloVring: 
. . ' "Sec. ^017A. riace of resiOtnce." 

(b) Civil. Pknalty.— 4- . . 

(1) In oKNKitAi..- — Snbcliapter 1^ of chajxtor 68 of the Internal 

• Eeveiiue C!ode of 1954 i'TTHn.onded by .adding at the end thereof^- 
*• t he follow ing, new section : ' 

"SEC. 6687,. FAILURp TO SUPPLY INFORMATION WITH RESPECT TO 
- PLACE .OF- 'RESigENCE. 

''(a) CiviT. PKXAnTY. — Tf-'^ny person fails to include onxhis return • 
any information re(|uired under section GOITA with resp<^t to his 
])ki('.c of • residence hij shall pay a penalty of $5 for each sucA failure, 
unless it is shown that. -such failure is due to reasonable caus^^ 

J* ( b ) I ) F, Fl ( ' I K N C Y P M >K(>I ) T • K No'F ■- 1^>- iY . Subch a p tW B of 

chapter iV-) delating to ([eficiency procedhres for income, e^state, gift, 
and f^haptor 42'taxe^ shall not^pply in respect of the assessment or 
collection of any penalty imposeuby^subsection (a) ^ 

(2) (-LKiiicAi^ AMj-.NDArKXT.— The table of sections for such stib- 
chapter.B is amended by adding atxthe end thereof thc following: 

•'*Sec. 6687. Failure to supply iBfor^arton with respect to place of 
^residence." " \ * ^ 

Subtitle D — Supplemental^ FUeul Assistance 

SEC. 161. SHORT TITLE. ' . ' 

This svhfitle may he gited as ihe'^'^Supplcmenfal Fheal" Af<shtance 
Art of UnCr, ^ ' ^ 

SEC. 162. PAYMENTS -TO STATE AND LOCAL GOVERNMENTS 

Mxcept (is otlierwi^e pnovideAl in this tUJe^ tJie Secretary shaJL'for 
ear/l ent'tl-ement ferioa beginning on or after Janua))^ /, 1977 1 pay • 

, oat of the amounts auth'^zed under section 105(c) {l)\)klch are nt)t 
Trfu'i^reel foi' dist nbutlon imder suhtlfle arui out any oddltwnnl 
anid^tits apifropciitted under section lQii{b) yto each eligible State gOD- 
eni7m^n.t. a-nd to each ellgdde unit of local g^H:cnivi(:nt, an anio)j-nf de-, 
termined rnide/f scctiem. 10 If for s^ich per}od . \Siirh pnylnents shall be 
ifnu/e in ivMidhDCitts. hut not 1/ MS often than ojif eZ-for each quarter^ 

' Olid sh'dl f>c jfaldiii^t hdir tliac/j days aftci t^he close of eacji'qu<irter. - 
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Sff.' h id'fywf-nii^ fc^r ani/ cn'ftfhnnrni jh nod may nrlfiaUy made on 
Jlt< hn.^ii of cHtlm/ttcH. Proper iul]\iHtm.rni shaJ.1 he made in tlte anwwit 
'nf '/ny pmiimnt to <i Sfafc yorei^mrient or a unit of locvl yai^emment 

f<i the exfi-nt that the puijwenffi^ previously made to such government 
..f/;tiUr thi.H .sabtit/c ir^re in i J'reus of or less than the amounts required 
'to be pa 'f<L ^ . ♦ ^ 

**SEC. 16S, FUN DWG. ' . " . 

'\{a) E NTjTLEMh'yT.-^There sl^all he ar.allable for distributian un- 
/ler this s-uFtT^rmret^-^^^^^ any swins aidha/^i^d under gec- 

* t 'ton I05{r){l) 'lyy^tirh e^^f^l— , . .* r 

''(I) $1^:87 ^''j{)M-)'MO far the eiiiUl/-mept period bi>r/mnmg JaaU- 
arvJ. 1077. and r-ndtng Sepfejnher 30. 1W7 : or 

"'(2) $(-LWOJ)OOJ){X) for any tiUitlemeiti period, of 12 moiifhs 
duratUm t henutfter. n ? 

'Uh) AarrioHi-A.Mios.—ln 'addition la tlir sums araUahte under 

.. f^,hs. rtUm [a) thr>'^> are mithmnp^ to^^he appropriated sueh svais 
-1>.^::::LV^2W dff'm. ncres-sa^/ ta-^di'jju(ftely fund th^ proyram 

e:<' d7l',sfr'd h>l (h'^s suhfifle. ' y> , 

SIy(\ JGf. EUGfHUArY: DETEftMlSATION OF AMo/nT OF PAYMENTS. 

" (//) KrN.iiiii iry.- '.\o State gorernmerft shall he eligible to receiv^. 
pa,/mnnt,, andrr^t),;,^ .suhtitJe unless^ mith res-pert to <pi entHlevient 
P> e'^i^d, its entitUment iindrr serfion 107 e.rrreds its e^tttlement under 
fi'rfjnn J07.\Vo unit of Joeal, govermnent^jJx.alh^i^ ^^?>/''^^^^ to receive 
p.iyments ural'r tlJs ys^ih title ' anles^K, mnfli respect to an 'entitlem^ent 
p(ny>d;its entitlement iindrr sett^rrrrt-GS e^iceeds its entitleipent under 

^scifinn 108. ^ . . ..^ . \ ^" 1 

(A) PAY^Ih'^T <)F rxc!-ss.~~Ejurpt^ as provided in ''<vhsect^ion (c) tfie 

JSf ret tart/ shall pat/— , ' . / \ 

0) to each Slate government eligiMe vnder s^ihsection (a) , an 
'^nnount e^/aal to the nrnmint by which its entitlement under sec- 
tion 1(17 ej'eee.dH ijs 7^ntitlement ^imfer section 107 ; q.nd ^ . 
(2) to eacJi uDit of local f/overnmeut eligihleim/Ier r.uhsection 
" (a), an amount e/puil to the ainoiint by which its entitlement under 
s-eet)on lf;8 era i ds its entil lejne iit }iader section 108. ' 

(r) LlAf/TAT/OXS. . . 

{!)' /iAr 'iiii.r f:rprcr/oxs, —/ f the a'//;//.v avuilahle under section 
lf:.j (a) ai'iri i,b) foe iney eutit.levient period for^'vu/klng pa.ym/ints 
andvr this .suhti^h- to State ifoeemvent.^ niutanit.^ of local gouem- 
' /nent an not i^ijUchrvt Jo pay Ihfull Mr total amount of paym^>nts. 
aidhorized .subsection (/>) 'af th-is section for that entitle- 
' merit period^ then crrh xueh payment for -^u.ch period shall be 
ratabi,/ rrdur^d.' In case additional funds hecnvif. at'ailahle for 
n>akina '"ofvh /x'ynt' /its for any (nti^^k^nent period-duTing v)hi(di 
the pre( t divf/ si;ntf /h r is aj>plicaMe, stivh reduced payments shrill 
' be'h>er/ <i.'^' d on. I he same Ihl^is us they tvCre reduced -* 

(.}), I'\)\ti-\-r !.r.-s Tf! \x 8>/,00/4^h\ r;ovr/?x/xo^ nopr ^^'^lVKS 
v.wmI'w. If [bat for thi^ subparagraph) the payments to any 
uni' of Im-al gfje( vnment belou) the level of 'tfi^ eodnty 
fn^nt— ' ^ . ' ♦ , 

{/') av)uld he lr.\M than S.'/'OO for any en^iileivent period 
(SlXi'f for an entitlemt^nt p> ri^jd of 0 months)^ or i, 
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(//') /.H 'irnhu'd for dinj i /, f J f I r f/w nf jieriod hy tln' rjo rr rnUig , 
hody of ,s\uJi nn'ff , 
tJh /t tlie ant-ou/it of Hin-Ji jiayvy'ut far such pcrhd ^'^hdll {Ifi Ueu of 
h< nuj fHud ta Hurh unit) br </ddrd to, find xhall he(0'me a part of^ 
the pdij'mcnt for nnch periled fo the cfntaty govcnnnent of the 
count 1/ area in irh'n fCsurh unit is located. • 

SEC, 165. MANAGEMEST OF FUXDS, 
{a) MANAOh'Mt'iST.— 

[I } / .V o'/' W /•: n AL. — FiuuIh <i p p / '<9 pria ted pu rman t to section.- 10 J (b) 
shall n mhi/n acaitable icttkuU't fiacal year Hinitatlon and^ except as 
j/roridcd /n this title] vmy he \isc<l only for the payments to State Ofnd 
local (jacecn.nwnfH as procidcd by this subtitle. 

irJ) lii;iu}ur .-^.T hc, Kt ere fury of the Treasury slajll report to tlie 
Conffft s.H not mKf[,tfi<ifi J onua.ry Iff of ci^ich year on the operations arid 
payment's i/iulertli.js suhtitle duriny tlie preceding fiscal year. 

ih) Th\ ssmn ro G i:s h'UA i. Ft wo . — 7 7i r ^S'r c/r t ary s h all fro m- time to * 
time trans f< r to the gctwral f vi&l of the T reas'Ui'y any moneys available 
for th/^s .nd/titlc irkich he detcrniines- iriil not be needed to rrwJce pay^ 
nri nts to State (jorcrnnitnts and un.its of local yoreram^Jit uiuler this ' 
isal)titl< . 

SEC. Ifif). COMri'TATlON OF ALLOCATION AMONG STATES. , 

An amo'int ( (pud to the f/.rnoajjl ai// hori^ed under section lOoic) 
( I ) for eoch cntitii nu nt jn riod 'udurh is not rescrred for distribution 
n fidt r^f his .Kohtillr yh//'l be (diocof/id (cnmny the States as foUcyirs : 

(^/) An oc \ Tio\ o\ Ii\sis or I \i 0Mh:F Arron. — Forty perceht of an 
<nnn\n\! rtpod to thc^j^noouf (oithorizid wndcr secti,on I()o{c){l) 
for <tny cct 'flriuent - j*cri(jd }idu<\ is not -re soared for distriJiation ^ 
under this sut)titic sioili Oe <dl ocot af onionn the States in the same 
pro poet i()}> OH — ^ 

(/) the population of each State, irmltiplied by the income fac- 
tor of tha/ State, hears to 

(2) the sum of the produ-cts dett fvained under subparagraph 
{ I) for oil States, 
(h) A/j oc \r/o\ o\- /? t.v/.v OF Tax Frro/iT Factor, —Sixty percent 
of an a-fn/yunt eiptol to tlie aaunn\t <i}ithori::e^, under section 105{g) (/) 
/ or ana en t itle^ri c7i t period tr h ich ?.v 71 ot reser^'cd for d istrihution 'un der 
ph. i.H sn htific shaU he id I oca ted ( an / ni 7 the States in t h e sam e pro portion 
f/s the ofuount (diocat)lc to each S/otr un/Ier f^uhsect ion {/:) of this 
^.scctiifn hears to the smri of the auioa/its ollocahle fo all Stoles under 
.<<t/hsrrt ion { c) of fliis^erfion, 

(/*) /hr/'/:\f/yfr/o\ oi'' AirocMur Ayorxr. — 

(/) /.V o/wruiL. — For purpose.^ of subsection (h) of this see- 
^ tif}n. the amount allocable to a State under this s'^th section, for any 
( ntitlement period shall he detervnined under paragraph 
cr^ rpf that s^ch amoomt shall he determined u/ndcr paragraph (S) 
if /he onrovnf alio coble to it "under paragraph (S) is greater than 
the amonjit allocable to it under paraqren)h (^) . 

(J) 6V';V/^.7i- 1 A- r.i r rr^'Oh^r A.vor^yr. — For purpn'<cs of paragraj^ 
( I) , fh^ amount allocahlr to a State 'yirdcr this f)ara,graph for a,ny 
entitlement period is the anuyii/))t nr})ich hears the same- ratio to the 
total au]ou)}t (dlocfdde uuder subscct idn (b) as — < 
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(24) the 'populatio7i^f that S tat ey multiplied by the general 
tax effort /actor of that State^ bears to 

{^) t/ie sum of tlie products determined under subpara- 
graph (A) for all States, * K 
[S) iNCOMh: TAX EFFoiiT AMOusT^-^For purposes of paragraph 
(/), the amount allocable to a State under this paragraph fo^ any 
entitlement period is the amount* which bears the same ratio to the 
total arrwv/nt allocable under subsection (b) as — 

(A) the population of that State ^ multiplied by the income 
tax effort factor of t/uit Stat(^^ bears to 

(B) the sum of the products dcte?mined under subpara- 
graph (*i4) for all States, 

SEC. m. ENTITLEMENTS OF STATE GOVERNMENTS. 

(a) Division Bkt\\kkn State .\nd Local GovhuxMh'NTS. — TJie State 
government shall be ev titled to receive one -third of the amount allo- 
cated to that State for each entitlem^ent 'period. 7' he remaining portion, 
of each State'^s allocation shall be allocated amo^y the mits of local 
government of that State as provided in section 168. 

(6) Stat/'' Must M^AiyxAiN TiiANsrhits, to Local GovKRNMiiXTS.— 
(/) Hknkhkl lujT.i:. — llie> enfitlenient vf any State {jovemment 
for any entitlei^ent period beginning on or after January 7, /577, 
shall be reduced by the amount [if any) by which — 

{A) the average of the aggregate amounts tra)\sferre{l by 
tlie State govermnent {out of its own sources) dunng such 
period and tlie preceding entitlcmsnt pefiod to all units of 
local government in such State^ is less than^ • - 
■ {B) the similar aggregate amount for the one -year period 

beginning July /, 1075^ or until data on suck period, are avail- 
able^ the most recent such oite-year period for which data on 
such' a mounts are available. ' 
For purposes of s)/hparar/rr/jMi (A)^ the awov^vt of any redxiction . 
in thr eniitlcrncnt of a State (lorernw^nt under this .subsection 
for any entitlcwrnt period sluul^ for suhficqyent entitlement peri- 
ods^ be fnatrd as an nino^rnt fr<m.sf erred hy^ the State government 
{out of its m^n sm/rrrs) -durjng such period to units of local -gov - 
eminent in such State. 

(2)^ Adjustment wi/h'fif: stat/c assua/l'S Ri'SPONSiniriTY for catk- 
GQR Y OF' F. xpKsn / 7'/ 'UF.s. — // the State govcrr\ mmt est ab 1 h^e s to 
the sn.tln faction of the Sicntr/irj/ that since Decewher 31 ^ 1976, it 
has asMunud rrSponsihiHt y for a..ca.tegor)f of v.vpenditureR '\i^hieh 
{hi fore Jiinunry /, liH'l) ?/v;.<? the rrspowihility of local qovern- 
VhC)\t^ locatf d hi Fiurh Stf/te, thfn, niulrr rrqulations prrscrihed. by 
the Sh rvchiry. the a.qgvrqnfr nm-ouiit tnkrn into acroimt under 
jun'tigrft ph. (/)(//) shall he rrdncrd to thr ertent that ivcvea.Hcd 
State (forcrnvirnt spo^dinfj {on.t of its own f^ources) for svcji 
category/ has re/}larrfl corrcHpomUvg amounts u'hich for the one- 
yrri) period iitili-^.rd for p'urpo^es of paragraph (7) (B) it trans- 
ferrrd to ut)itfi of local onvrmmrvtf ^ 

('7) A n./r,sr.\fF.\'r w iifrf .m^ tv taxish mi^^^m^F conffrrfd vpos 
LOCAL (joy FR.\MF Sirs.- -I f a Stf/ta estahmt^Tto tlm satisfaction of"* 
the Serretary that sinrr Jruvi/iry /. Wc^Sfnc or wore units of local 
(jon nnn< nt trifhin such State M/re hail con f erred upon themneio 
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fixing (vniliorUii, ila-n, \i)uh r rcf/uhidom presn^'br^d by the Secre-, 
tftrj/^the <u]i/Te(jaf(* ^aniownf hilcen info arcount undrr paragraph 
( / UB ) Hhail be reduced to the extent of tfie larger of— 

\ {A) an amount equal to tfie amount of the taxes collected' 

bj} reason of the ej-eerm of nach new taxing anthorlty by such 

lot ihl goe< v)U)\< nt.^, or 

(/V) (Ui (//nqu/it eijuol to the amount of the loss of revenue 

to the jlState by rra.sou oj fcueh ^leu: taxuuj autlwrtty bei/ig 

cunf('rr(\l'dii si/ eh l(>rut goecrmnAuts. 
yo (/mount ,s\/l/ he tukea into rorui/deraf ion and er subparagraph 
( .1 ) If Hurii r\e\r tu.vinij untliorthj is an Increase in the authorized 
rate of tiur un(/\r u pn riously auf ho^i.-^cd kind of tax, vnless th^ 
State is deteruiini'd by the Secretdn/ to hace decreased a related^ 
State tu.r. 

{Ji) Srhcrsr 'ari.i: i^oi^ rnaoo /u.a/^x/xo' jAt^rARY /, 107!/. — 
flw (nsr of the enl itJct/x nt p( riod. beginniiuj Janvary-l^ 1D77\ 
and ('((dintf Sr p( cth-be r J//, IH77, the (U/gn gate ainownt taken hito 
of-rounf undc}' p(jragrafjh (/)(>!) for th( preceding entitUmeat 
prciod ond the uggrviiaf< antounf fuk(n info aerou/it v nder pajyi- 
gruph' {/){/») shall />r f h rec- jou rf hs of the innounts udiich (but 
f</)- thi'"^ parag ro ph ) n-ould hr take-n. i/ftq aerou/it . 

(o) U/-7>/:rT/oy /A' F\riri.h:s{h:\r/ — // the Secret any has reason to 
l)eliere tlu/t p(/ rugra ph [I ) reijuires a n {Jnctioii in the cnfiflenwnt , 
of (f/iy Sfcite go/'crv nienf for qn.y entitlement period, he shall gire* 
ei^^ts-onaldr '7U)fiep a-n/l opporfunit y for hearing to the State. If 
fh( reoftcr. he deferminrs that 'paragraph (I) reijuires the reduc- 
tion of k\tch e)\titlemrnt , he shall a/so djiLcL7iUJlC^JJl.{LMMQJU]J.Jlf 
su< k redurtion and shall no t if u th e Gm^]^ 
drferminafion.^ and shall IfJflTlTcT^I^^ 
fiu-ch S/a/e goecrnnicnf vn<[e?*i4kiH title an amount erjual to^such 
rrd }U't ion . - ^ — 

(t!) 7'/iM .v.S7'77r,s' TO i.o(\\L aovFh'XAf^rs. — An. amount equ/il to the 
■ reducflm) in the entitlcnu nt of a^fnj^^ irhieh rcsfilts 

frotn- the a}> jdieation of thi.%4^bsection [after any judicial revieir 
muh r scr tion I/f.l) shoU he rn//ar argilable for di-sf ribi/t ion to local 
j/ort rn/nr n/s x-ifhin the Sfafe in aeeordavee u^ifh sect ion JfJS. In 
/he erenf thai . bejrnisr of limits im./>osed by section /tJ<S\ any por- 
fif)h of such f/fnoanf is ho/ properh/ nllomhle to lor(d goren)7nenfs^ 
^ffch pf>rf,i(nh shall Ije f ro^is'fe/'red- to the geiu'ral fund of the 
7/'(asurt/. 

Sf^:C. EynrLEMESTS of local ahvERSMESTS, 

( a ) A i.i.oi' I r}0\ A stoxo Coiwrr A h'f-ws.-'-l'h/' ajnount to be allocated 
to the units of loco I gorcrnawnt within a State for any entitlement 
period shut I l,r allocated among the coanty areas located in that State 
so fhaf ( a/'li c/runty dreu will rrcrirc on amo}n}t u?hi( h bears the sa?nc 
ratio io f]\e total amount to be allocated to the "'""^''V local goe< rn- 
mcnt a^if/iin that Shife f/s — \ 

(/} tin' po/o/lation of that county area, multiplied by the tax 
effort factor of that roanii/ ana, multiplied by the income factor 
of that co.aiit y area, bears to 

{2) 'ithr 'suni of the proiJ acts d( fennined under paragraph (I) 
for all County ar< <ix with In that State. 

-1.- ■ ".:7-4- - - ------ 



74 



(h) At.LO<'ATIO.V to CoVSTY GoVKRNMKNTS^ M^UNWIPALITIES^ ToiVN" 

(}) iJou.vTr oovf^HNMENTS. — The coimty goverrvment shall he 
all or u fed that portion of ihe mnmi/n.t. aV orated to the county area 
for the entitlement period vmder sith section (a) which bears the 
mme, ratio to s-urh amount as the adjusted taxes of the county gov- 
errmije'tit bear to the adjusted taxes of the c.ovm.ty government a/u/ 
all other imits of local goveAi/rnent located in the ro^mty area. 

(S) Other vnits of loca,l oovernmei^t, — The amount remain- 
ing for allocation within a county area after the applimtion of 
paragraph (J) shall be allocated among the units of local govern- 
w^nt {other than the county qoverrmumt) located in that county 
area so that each unit of local government will receiA^e an amount 
which bears the same ratio to the total ainount to be allocated to • 
all mch units as — 

(A) the population of that local government^ nvultiplied 
hy the tax^kffort factor of tluit local go'vemment^ multiplied 
by the income factor of that local goz^em.m^nt^ bears to 

ti^t^tfir-'mm-^^^ under subpara- ' 

graph {A) for all S9ich umts. 
(S) Township oover.vments. — // the county arT^a-inchides one or 
rrhOTc^-imtmship governments, then such to^iynship governments 
fihall be treated as u/nnts of local govem,ment in maldng the allo- 
cation prescribed by paragraph (^) of this subsection. 

(If) Indian tribes and alastcan native villages. — // within a 
State there is an Indicm tribe or Ahskan native village which 
has a recognized governing body irhich performs substdnti^/l 
go rcmw en tal functions then before applying subscctim (a) of 
all be allocated to each such tribe or village 
a portion of the amoum.t allocated to thai State for the enPit le- 
nient period which bears the same ratio to such amovmt as the 
population of such tribe or village within tliat State bears to thp 
j>npvlation of th/it State. If this paragraph applies loith Respect 
tn any State for any entitlement Ji^'-gd^ the total arriomit to be » 
allocated to co-unty rircas u/nder subsection [a) shall he appropri-' 
atcly roducrd tn rvfcct the amount allocated under the preceding- 
Apn.tvnce^ and the populotion of any tribe or village r'kceiving such 
(tllncritio-ri shhll not he counted in determining t%e alio cation wilder 
s^hlysrrfio-n. (a\ of thf ro'unty area in which S'lich-Jribe or village 
is located. If the cntklrrneni of any such tribe or village is wavced 
for am/ entitl^,r)\en.t period by the gorciming body of that tribe/ 
or r/llagp. then the prm'irV'&ns of this pnragra.ph shnll n^t apply 
with respect to the amof/nt of sueh entitlement for such period. 
' (f)) RvLF FOH SMXJJ. UNITS OP GOV K UN ME ST. — // the S(^CTetary 
determines that in any cou/nty area the data available for any 
cvtitlenhe-nt period are not aaequnte for the application of the 
formulas set forth in paragraph {2) with respect to units of local 
govem.ment {other than a. county government) with a population 
bdav a nvmher {not rrtore tfia.n 500) prescribed for that county 
area by the Scrretanj^ he m-ay apply paragraph {%) by allocating 
for siichjentitl erne nt period to each such u/nit located in that county 
area, an amount which hears the'same ratio to the total amount to 
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hp, allocated wndrr 'Udvagra^h (£) for such entitleTnent period a^s 
the population of sUeh unit bears to the population of all vm,it8 of 
local, governmerit in that county area to which allocations are made 
uTuler H'urh paragraph. If the preceding sentence a.pplies vnth re- 
spect to any county area,, tlie. total amount to he allocated under 
paragraph (2) to other units of local government in that county 
area for the entitlement *period shall be approvriately reduced to 
rf'f.eft the amounts allocated under tlie preceding sentence, 

{A) In genkral. — Except as othenoise provided in this 
paragraph,, the entitlement of any umit of local government 
for any entitleme,nt period shall he the amou/nt allocated to 
sach unit under this subsection. 

(//) Maximum per capita entitlement, — The per capita 
amo^mt allocated to any coimty area or any u/nit of local gov- 
ernment (other than a, county gover7iment) withiii a State un- , 
der this section if or any entitlement period shall not he more 
than juo /N'rrcnt of tnro-fh.irds of the amount allocated to the 
State ufuier section I Of! ^ divided by the population of that 
Stat,,. ^ ^ ^ 

( (!) [jMiTATiow—The amount allocated to any unit of local 
f/oncrmnent under this section for any entitlement per^'iod 
shall not exceed f>.0 percent of the sum of (i) such govern- 
niriifs (ul]Ui<ti:(l tf/.res, a)td (it) tlie. intergovernirbeiUal trans- 
ff'rs of revenw to such govermvent {other than transfers to 
such government urn der this subtitle ) . 

(I)) ENTtTLKMENT LESS THAN $2i)00\ OR GOVERNINO liODY 

^v■\tVES ENTITLEMENT. — // (but foT this sfuh paragraph) the en- 
iitlement of any u7ut of local govcrnmeii^t below the level of 
the county gover7iment — • 

(if'irovld he less than $2/)00 for any entitlement period 

{SI, ^75 for on entitlc/rrhent period of 0 m'Onths),, or 
"(/?!) is waived for avy eiUitleir^nt period by the gov- 

en ling body of such unit ^ 
ihm the awoiint of mlch entitleme/pt fors'^ich period shall {in 
lieu of bfinfj paid to sack unit) he added to^ and shall he- 
CI) me a a- part of. the entitlam.cvt for f<ach period of the county 
r/onernment of the county area in udiieh such unit is located. 

( 7 ) .'1 lUI'STMENT OF EN Tt TLEMENT. — 

( / 1 ) In gen era l. — hi a d ji is t ing the alh cation o f any coimty 
area or inxit of local govej^^ mem.t . the Secretary shall make 
avy (/fl jffshficnt rrfiuired an/lcr panuiraph {G) (//) -jir'st. any 
ffd jus^ r>.''/i.t rcffuh'cd )nidrr paragrajih (6') (f!) n/'xt^ and any 
ad }>{st }}ifnt rr (phi red vmlcr paragraph (fi) (/>) lajit. 

^ {H) A O.nrSTMENT EOR application op maximum per CAPITA 

Exr/TLEMENT. — Thc si'crctary shall adpist the allocation made 
^ ' }(nd( r this srcfior. to cnvvfy areas or to "Knits of local govern- 
mrvts in ant/ State in order to bring those allocations in com- 
plianf-e ^^nth- thr provisions of paragraph {(]) {B). In making 
sarh ad }u.^t'}))rvis he shrill wake a.tiy necrsRar^j ad))istm^vts 
irith respect to county areas before waking any necessary 
ad f)/ft/rn( 7}ts irifh n'spcr t to units Of local gover?i7nent. 

•J 
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(C^ ADjnsTMhWT h'OH AvvijcxTios OF LIMITATION. — lu any 
ca-He tri vdil^h tlw niriount dllocated to a unit of local govern- 
•rii-eTit is red iirrd a ruh r pa ruuj ra pJi {(J) {(') Oy' the Secretary y 
the .amount of thit reduction — 

(/) III the ca.Hc of a diiit of local government {other 
than (I cou'iuty gon ciiincnt) ^ Hhiill he added to ai\d in- 
crca.se the aJlocat iini of tJv coanty g({cemjneiU of the 
coWJity a IT a in, irhich it /w located^ unJcnn account of 
the. a ppHmtian af paragra ph {(/)) that coanty gO'-Oj^rn- 
merit may not rcc<<vr it, in ichtch cane the aniouT^^of 
the redact ion' .nhal I be added to and incrcoHC the entute- 
ment of the State (joei rnnic nt of the' State in which that 
unit of local govciiiiiu /}t is locdted; an-ii 

(ii) ill tht - case (ff^a ctmnty qoi'f.cn tneiit ^ silmll hp added 
to f//id /7ic/rase the ( lit it h iiu jd of the Stale government 
of t h-fj Stf/.fe ijL which it Inrott d. 

SEC, 109. DEFIMTIONS^ AND SPECIAL RULES FOE APPLICATION OF 
ALLOCATIOy KOHMLLAS, 

{a\I N ( f f-:,M R \r.. ~ Foi- the pnrpo><cs of thin subtitle — 

(/) Poia:i.ATio.\ . — Popalalioii shall be .dctt rn/i/wd on th-C same 
bajiis resident popalat ioi\ is dctetini ned by the Hun au of tht 
Censuft for general stat i.\t ifol ]>}i rposc s. 

(2) h'xFMi'T iXf'o.Mi' .— I'\rern pt incjmie shall mea.n. one- fourth of 
the <inn\i<d inconw d( sig nated by tin' I hi n an of the dcnsus as 
the lou) incoinc led I for a fatn.Hy of foar /)ersons. 

(.?) Aoourr; \i /• A.V/.1//7' isroMF. — Aggregate, ej'cmpt income for 
any unit of gorrnuncnt shall mean the population of that unit 
rn.uJti plied by eTcatpt income as d< p'/ufd in paragraph (^). 

(J^) I sroMi' .-- 1 to'fH-rt^ n}e<tns total money invomJ", from all 
sources^ oJi d< ti etnitu <l by the llarcaa of the. Censwi, for geru'val 
statistical pa e poses. 

(f)) DaTI S I ol{ Ol' ryUMlMXO allocations and hNTITLf-WflCNTS, — 

I\.rrept pet>ri<led in i egalat ions, the (let e rnii luit iun of allocatwns 
and entitle n\<'nts for am/ < njitlfnwnt period shall be m-ade as of 
the p'rst day of the th ird in^nth irnme/liat/ ly preceding the brgin- 
ning of s}i.(di period. 

(fJ) I NTri{oo\'f'.ii\M/''\TAL Tinxsmis. — The in.tergovem.mental 
Ira/riJijers of revenae uvany gorenin\( nt are the a.moiints of reve- 
• ni/r rreeiced by that gove rnwent from other gover'rinients as a 
shf/re in f/ta/ai/tg {f^r as rei/nbarse/nent for) t hCyprrfonnaTice 
of gove einncntftl functions, as fleterat i/wd by the gniiTau of the 
{^•nsns for gc/iecf/l stf/t 1st ical /n/ eposes. - 
(7) f>ATA i'M'i>; I'viroLwiiry or pxta. — 

• (.4 ) (f'rxn^M. lii'Li'. ~I'!.ecepf as proei/led in subparagraph 
(Ii), the data //vz-v/ shall be the most recently a callable data 
prorided by the Bureau of the Census or the Department of 
(ym,m.erco, as the ease may be. 

(/») f\sr or /Azw 1 77 / /r. — Whr^r the Secretary deter- 
mines that the data. r< ferrcd to in subparagraph (A) are 
nut i'-urrent enoiKih or are not cam prchen^re enough to pro- 
I'ide for ( (luitabb allocutions.^ he shall use .^uch qdditional data 

■ 7r 



(including data honed on estiinates) as may he provided for 
^ . in regulations. 

(b) Income Factor. — 

(/) The income factor for a State^ county avea^ or unit of local 
govefim^nt iM a fraction — 

(A ) the nuTnerator of which is — 

(i) the nv/tnher of persona in families in that State^ 
county area^ or unit of local gooemment helow t/ie low- 
income level ^ 'f)lu>s tlie nwmher of unrelated individuals 
65 years old or brer he Ion v the loir- income levels pl/us 

,{ii) the number of persons in families w-ith incomes 
helween 100 percent (vnd 126 percent of the low-income 
level residing in a central city of an urhanized area within 
that State^ county area^ or unit of local gavemmsnt^ pVus 
the number of unrelated individv-als 66 years old^or over 
xk:ho hare incomes bePioeen 100 percent and 1^ percent 
of the lo}r-income level residing in a central city of an 
urhcmized area vnth/n that State ^ caunty area^ or v/nit of 
hxdl g()ren}'iiu lit ; a/ul 

(B) the denmninator of which is the number of persons in 
fmniJies im that State,, county area, or unit of local ^cnfeim- 

• -inent plus the nu?nber of u/nrelated individuals 66 years old 

and o^'cr. 

{2) The terms used in paragraph (/) ore defiwd in accordance 
noith the definitions used by the B ureau of the Census for general 
statiMticnl p)vr poses. 
\c) GrshiiM, T \x Effort Factor of Statks.— 

(!) fx (iFSFRAL. — For purposes of this title^ the general tax 
effort factor of any State for amy period is— 

(A) the n/'t amount collected from the State and local taxes 
of such State during the mo^nt recent reporting year^ 'divided 
by 

(-R)Uhe a.ggregate income, as def^xed in paragra>ph (^) of 
' , snt)seetion [a) ^ attrihuted to such Stu.te for the same period^ 
m inws t he a gg re g a t e e xemp t income att nbuta ble to such State 
for the same period. 

[2) St A TF A XI) I, OCA I. TA X FS . — 

(.4) Taxfs TAfxFy ixro accouxt. — The State ard local 
ta.ViM takni 'n\fo (U-nntnt under paragraph (!) are the cor/i- 
pi/lsary contributions exacted by the State (or by any vnit 
of local government or other political subdivision of the 
State) for public purposes [other tluin employee and em- 
ployer assessments arid' contributions io f. nance retircm>ent 
and sorinl iru^iiran/:e systems^ and other than speci/d assess- 
ments for capital outlay), as such contributio7}s are deter- 
mined by the Bureau of the Census for general statistical 
purposes. 

(H) Most rfckxt reporting year. — The most recent re- 
, poTtm.g year vrith respect to any entitlement period cons /Ms 
of the years taken into accoum^t hy the Bweau of the Cersus 
im its most recent general determination of State and local 
taxes made before the close of such period. 
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(dj) IscoMi: Tax Cof.i ycrioss of STATKs.—TJhe income tax collec- 
' tiom attributed to cmy State for any entitle ?7)-e9U period shull be equal 
to fhe 7\£t amount collected from, ths State indLvidical income tax of 
Bu^h State during the hunt caJendar year ending before the beginning 
o ff .<ff/ch entithw^nt period. The vruIlniduM iruiom^ tax of a.ny Stale in 
t^e Uur impoHcd v.pon the income of indlvidaaJs by that State and de- 
H(^nb(d as a S/a^c //uy/////.' tax ufu/cr Hectlon KLUaji.J) of title 
jUmted States a od(, 

i > (e) Incomk Tax E Front FAcron. — The income tax effort factor of 
A any State for any i.nLitleux^nt period in — 

(/) the Jnco/nr tax cotUr.tiotiH of tliat State as defined in sub- 
section (d), dinided bij 

(2) the aggregate iacome, as defncd in pardgraph (i) of sub- 
section (a) attrihyfrd to such State for the same per^od^ minus 
the aggregate exempt iiiconie aitributable to such State for the 
same period, 

if) Tax Effort Factor of County Arka^^Fov puiyoses of this 
title, the taS) effort factor of any county area for any entitlement 
period f-9 — 

(/) the adjusted taxes of the county government plu^ the ad- 
justed taxes of each other unit of local government within that 
CO un t y a rca .divided by 
(2) the greater of 

{A) thr aggrcga-te income (as defined in paragraph (/f) of 
subsection (a)) attributed to that county area^ minus the 
^99^(^9(^1^^ exev\ pi income attributable to tiiat cmm.ty area^ or 
(li) one-half the aggregate exempt income attributable to 
syrh county area, for the same period, 
(g) Tax Fffort Factor of Unit of Local Goverhmknt. — For pur- 
poses of this title — 

( / ) /.V OFXFRAf.. — The tax effort factor of any-unit of local gov- 
erniiiont for any on! itlomont poriod is^ 

(.4) the adjusted taxes of tliat unit of local government^ 
divided by 

( B ) tlie greater of — 

{i) th^ aggregate. income {as def ncd in paragraph (4) 
of subsection (a)) attv^uted to that unit of fecal gov- 
ernment., minus the aggi^gate exempt income attributa- 
ble to thnt unit of local governments or 

(ii) o^ie-half the aggregate exempt income attributable 
to such unit of local goveiminent for the same period, 

{2) Ao./L'STFD TAX/:;^\ — 

(A) In OffiXF^RAL, — The adjusted taxes of amy i//n.it of local 
government are — 

(i) the compulsory contributions exacted by such gor- 
emmejit for public purposes (other than employee and 
employer assessm/^nts and contrihutions to finance re- 
tirement and .Social insurance systems ^ and other than 
speci/il assessments for capital outlay)^ as su^h contribu- 
tions are determined by the Bureau of the Census for 
ge neral stat is t ical purposes ^ 

(ii) adjusted (under regidations prescribed by the 
Secretary) by excludijxg an anwunt equul to thai por- 
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tfon of K}n t (fin jjfiJsffri/ t!(nit r'/hul toi^^s wlu( h la properly 

nlhxuhlf lit i.rpf /iMi fyj/' Ciluj'd f (Oli , V 

{{*) Ch i{ I . t / A* I A A s i\ 1 A' / .V t (ji. I. h:cn- 1> nv ( o i:f\ Tit:s. — / any 
ir/M/" when ~^ 

(I) a co}/nf !/ (/(jrt riiiiu'nt oxarfH sales f(i,rr,s xnlfhin the 
Hjpoc/rophic (yrca of 'a nidt of local qovoT7\m(^7\.t and tranJi' 
ferH part or aU (ff Hur^hjfhrcA to fiuc/i wnU wUhout Hpecifij- 
iiuj (^hc pni'pffHi'H for irliii'li sjifk v./lU iiunj H]>eiul tiie riirc- 
nuC'^^ and 

(ir) t\he (rorrnu& of the Sfafr noflficH fh^ StcretnTj/ 
.-^hat flw rripurr meiifs of tlus b^uhpuragfdjdh Juive been 
??u't irtjh rrMpcvt (o siw/t ((Wrn^ 
Nun the tii,h'-x HO traujif erred xh.all he treated as the taxes of 
llu an'ii of lui aJ (/on I im,t Hi [a/ul ii<d I In hirr,^oj tht eouiiJtj 
yoeeniiiient) , 
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I)ISSKN'riN(r VIKWS OF HON. JACK HROOK.i,/ 
CONCrKKKI) IN HY HON. JOHN MOSS 

In oxorrisinfr its now juris<l id i(m ovor this important Ic^^islutj^in pm' 
th(^ tirst tirn(% tlic ( 'oniniitloc on (lovornniont ( )perations has, I/udi^v^N 
fuHillod it.^ obligation to tlie House iH^tf lutrlily r(>sponsibl(>A«(€nner. 
The fonnnittoe ha"fi had tlu' borj*>frt' of a wido, varipty of inJE^-mation, 
|)i*act ical pxporionco, oxpcrt^inion and sclioiarly vesvixr^'m 'makin^r 
its i'(»c()niniondat ion for Uit^ront in nation of tlie Stato ^jocal Fisral 
Assistance Act. I S(tiKt^rcspo(*tH H.R. l.'l^GT is \xn^\\)v(f^Qn\vr\t ovi'v 
-tho f'urront pro^jrun>p^ut niy <lisa^recnient with^i; fundamental con- 
f'cpt'of rovcnup sLmrin<r is so basic, I am un\\hm^\o support it. 

My opnositiyfi is based mainly on a concci-n over the effort 

n'.vcnuo slnuM^ is having on our rci)rf^mtat ive system of government. 
1 am also drsturbcd by its ii!ir)act (my^(i('ral spending: and borrowing. 
And I j^n ditsinaycd* and (li.shciuj^ncd by the will in^^nc^ss of its sup- 
pofterj^o overlook even its i\y^. *rlarin<^ defects in their ea^ernc1=;s to 
perpi>tuatr this pernicious j^fi ram. 

AimJusK Ei-"rK("i^ on S>stkm 

Tntil the enact lunit of the State and Tyocnl Fiscal Assistance Act in 
1!*7:^ the prineipi/t hat those who spend the taxpayers' money shoidd 
ha\*(» the respf);/rsibi 1 it y of raising it was so firrfdy established as to be 
virtnallv nn(p1(\st ioned . It is, a fter al h merely an extension of the rail y- 
inir <*rv, "No ta Nation without r(»presentnt ion I'' that [)la\ed so larrfc a 
part in (>/if aMishin>r t he 'JOO y(Mrs of i-iidi^penchMiCc^ we are now c(»le- 
bi'atin;^ ^ 
^ It i/tlie repres(»ntati vcs of the f)(»ople who vote to levy the city, state, 
and n^leral taxes p(H>pl(» must pay. T'ntil now, they luive been aceount- 
able for- sp(mdin«r only th(» r(M'(»nu(» th(»y lune I'aised. Hut J lie^Sil.Or) bil- 
Th)!! hand(»d out each ycMir to state and local units of ^mvernment 
ihrou'di r(»\'(»niie sharing'' is sp(MU by oHicials wholiav(» no r(»s])()nsil)ilit y 
for roMcet inir it. Sneh adlN'ision of responsibility st rikes a^ heavy blow 
at our ff)rni of iroV(»rnni(Mit . 

I^»\'enue sliarin»r alsf) marks a fundam(*ntal d(»par'ture from Con- 
orress' const itut ionally assi<rn(Ml rol(M)f providiuir for ''th(» rreru^ral wcd- 
fare of the United States'' through its taxing n(),w(»r. That us(»d to mean 
that monev apf)ro])riat(»fl fi'om the national Treasury was us<m1 in f)ur- 
suit of national <roals aiul p()li(M(^s. I^ut (^ongress is now usinc: its power 
of the pnr'S(^ to prcu'idc for the colle-ction of garbage in one city, tlio 
payment of policemen in another, and the constniction of a swimming 
pool in a third. If. this were being done as pai^t of a national attack on 
problems eormer^ted with waste management, law enforcement, or tho 
development of recreational facilities it would he in keeping with Con- 
gress' responsibilities. Rut to be paying for tliem simply because offi- 

( so ) 
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cials ill lliosc Iiumm* Ix^on ^nvcn druwin^^ rights on tlie U.S. Treas- 
tlirou^rli rcyonuV^ slinriii^' is a dr'ustic distortion of our federal 

lint \ Ki-a\ (;st duii^rnr to our fodoral sy*t(un I seej^ri ii3venne sliaring 
lies \i\ tlio ^ri-owjn^r doh(»n(l(Mi('o of t'lic citieson tliis aid. I^i (lie few sliort 
vrars Hie funds lun'o|j('(Mi flowin^^ aiuLiit a t iuie wlirn ihvy amount to 
only a sniail i)(»rf'(»ntaW(» of most rUwii l.)ud^(«|s, tli(»y luifv'c'alroady l)e-' 
("oiiKi in<lisi)cnsal)I(\ if ^\\'(» cau l)(di(»\ (» tlio local /r(^V(»rinn(mt o/Iirials who 
liavo l>c(Mi l)<»si(»ging commilU^o durin^r its considr/ation of II. R. 
1:5:507. Kvon the s-li^lit^^st rtuluction in tlie fmids, w were (old, would 
cripple their ability td j-ender vitally needed .services. 

( hw of tli(» nrLnnn(»Mi;^ i^;(.d td (uu'ourn^ro p:issn^'-e iif revenue sliaring 
in lf)T'i |VMs tluit it uoulVl iv\ (m-m» I h(» 1 ren(J toward cent nil ized ^rovt^rn- 
mrnt. I ran\()ue^fiil l>(dl(c\r.s llmU a ivadiii*: of MM. \:\:]i}7 should hi\ a 
solicrin^r (.Nj,(.ri(.|i,v. It mi i.iu'scni)al)ir f:icl in »:o\(M'nui(Mil that lie 
who payf^ the })i))iT rjiUs (he t mic. And sooner or lal(M' :iS.()no local units 
of pnernmcul-^ DO pcnVnl of which ne\(M- had a -direct link with 
AA'ashiiyrt^rtii hi'foiv i'e\(Miuc shariuf: will Middcidv h^arn tf) llicir dis- 
mny^tlial' IIiom* ?('\'ciiuc sharing: funds w(»rc uol 'M'ree*' after all. 

.\s one w ho !)eric\(»N slr(iii;.dy ill flic iic(m1 for 1()<m1 ^n)n'rnnicnt M h(\ 
as stron<^^ and imh-pendciil as ])o-.sil>l(\ I can only watch in sorrow and 
wondcniirnl ollirials ot" I hc-«(» r-omijyjni! ies s! ru;r;:lc and strain to- 
1 Uii' t hi- Trojan I Nu'se 1 iisidc 1 hoi ]• cit v 



/ 
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Ivc\<'nn(; shaiiii<: o^ie of iho^i*^ pro^q-anis tlint Inis l)cu(»filpd 
mcns(dy from il^ nam(». 'Die id(»a ()f llu* f<Mh»ral ^■()\'errnruMil sharing 
it^ riches w ii !i the- stales mid cit ics is \'ery >ip])(/ilin^. It mi/^dit e\'enM)e 
l()i:ical iii^]>r()M)eioiis times: lint when tl'ie Meral ^roverninent is run- 
niu'i' a STI liillion th'licii in oik* year i\\u\ Aww is n6 ])rospect of it 

i^';" ^•Ilrp]ll^ ih the forc^/'enf.lc fntni/^. it is ])ro])or to ask. what 

i e\'{Mnic i- t here t o sha\'(» ' / 

The fiict is.(li(> fiMleral ^^o\'ernm(Mil/i-s horrowin^rMipi)ro.xiHiately 
::!(} ])crceiil of w lml il is spend nin- t h is r. A\1i(.n re\'cniie sliarin^/\ a's 
enacted it was ar^-iu'd thai the fe<iei'al , ^^ovcrnmenrs mor(» (^ll^ienti. 
tax- colh ct iiii: m.ichinei\- ii<^ide the \n^^^A'\\\\\ desirahlc. Mut \\;liat tln^ 
r(M-ipi(>i)ts of re\ i'nne -hariiiu- u,.) ,» i {>;dl\/ count iii^r on' was tlK* federal" 
;i:ov(M;iniicn('s horrowin;^ capa. it v. Mailt slates jtnd most ,/ities have 
con-litiitions or eharlers that piv\cnl tlifm frf)ni ^r(,i,i^r deht. Not 
so tli(v f(»deral •:o\ei;nincnt. The nalioi/al d(»l)t. now st/uuls at souie- 
Ihinir o\er SCoO hillion, and (»\ cry "(ji|irtVrly alloejvnon of r(»\(Miue 
sliiirinn" money adds to. it . ' - ,/ 

It is 1 rue tluLt o! hci'~^/()\-ernnicin ])ro;^'rnms In these tidies are also 
l'''f"i''t'd in jiart hy horr(i\v(Ml finuN. lint it i< also true tluiT f'on^rpcss 
hasn chance to(»\mninc the-e ])ro(rran;s. weiirii ihem aL^ainst each other 
and a;rain-t lh(> lindled resource- a\ailal)le. and decid(> liow much to 
allot to (»ach one. I^fiil this hasic (»\ercise of it's authority is deni(»d to 
(*on^r(»ss when it comes lo revenue sha'riuL^ The l!)Ti2 act committed 
('onirress to nu outlay of S.'lo i>il!!^.n f)\ei^fi\(' \ears and ILR. V?^^^u 
would continue tfial o]Mai door policy at llie 1'reasnry until OctoluM-.. 
For ( 'ontrress lo lock up its larn-e-t (lom(\s1ie s])eudin^ ])ro^rram at 
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ixJimi} \\\m\ tlHM'oVf of /^'■ovcrnment is t'au>iM;; S('iM(Jus arul wicU'sproud 
cgni:(M*ii is-iiot onl v uiijustilic^'d, huMiK/ouf^^jrcliunsible. An anKMuliiioiit 
to fl.K. KW(m to bVinir rovcniu* sliarinji into f ho ivo;ular a'ppKopri.'ition 
process will Inue'iiiy \l^*<)r()UH suppo-rt. ^ 

>I(Mi.suiHnI a;i:HivY the pi-OHri^;os g\|kmM lit ions (tT li)T2, ivvoriuo 
3harin<f I'uis cajneMin short in niany iVsi')ct*t.s. It hay no,t incr-eased citi- 
zen jiv-vo I V(!ni('i>t in local a^'air-.s. Ltliai^not 8t rcn^rthoncd or rqvitalizod 
local fjovcrnnieiit or made "it more rcs^porfskc. It lias not Iniprovrcrcon- 
difiony in the. ritios. 'lo a iiwwt oxtVnt. JthA.uuriicy ;hus siraply- disap- 
j/pared wit wvut a t ra(H\. - , ' 

' instead of po'u'rin^^ out^^O.Qf) hillion indiscriminately to ovei^y state 
aitd lodil' jurisdiction wc should he usiufi: our se\crcly liinited funds 
attacl<4])(M-illc vlrl):ui prohlcnis. Tfiat^ Is t ho proper role -for Con trross. 
' . , , , ^ J^AGJi: Bkooks. \ 

. JoifnE-Moss. 
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SUPPLEMENTAL VIEWS ()F IIOX. DANTE B./EASCELL 

t sui)])oii: tlip Ifill rt^i[)rovo(l by thv cQinmitfoe and ur/^^e its adoption 
by the Honse^- * / ' 

The bill inrhides several inipoi'tant reform provisions intended to 
help redress a nnndxM- of defects found durinrv the first years of oper- 
ation of the tronerfl revenne sharin-^^ pro^ri-am. The inclusion of the^e 
reforms — in such areas as ori-eater equity in the distribution of funds, 
increased o[)portunitie.s ^or citizen i)articipation in the budgeting of 
funds at the State and local levels, and strengthened protection of civil 
riglits in the usC of funds — is welcomed by those who^have been work- 
ing to correct tire program's flaws. - ^ 



should receive further attention as the bdl proceedfi through the leffls- 
Jative proce.ss. " . . * 

I am canrerne^d about the conunittee's decisior^s on the duration of 
the program and th^T^pe of funding. Tlie bill provides. for an entitle- 
tn^nt over the 'A^Xt 3% years at an annual rate of $6.05 billion. This' 
i>^Xonsiderab]y Te^s than the 5%-year extension sought by the Adminis- 
tration, but it still does* not sat^isfy those who feel that the program 
sUonld be subject to the annual appropriation review of Conp-ess. 

A better approach would bo lo combine both concepts. The bill 
should provide for 3% years of authorization and appropriation, with 
annual reviews thereafter. The reviews should be conducted on a three- 
year for\v;ird basis, howevei*. so tluit each jurisdiction tvotfld know 
what it would be getting each year, long enough in advance to plan 
intelligerKtly foi* fhe wisest use^of fimds. TTjider such a system. $6.65 
bilTmn could bo authorizj^d and appropriated by thjc bill for each year 
through Fiscai Year 1070, find startmg in January, 1977. Congress 
would b(^gin the consUl^M'ation of authorization and appropriation for 
Fiscal Year 1080/ ..^ ' 

- Such a system would bring Ihe i)r()o_-rani back undef t-he^ormal legis- 
lative j)r()coss and (Muible the nutluirization. appr()priatioil|^d budget- 
ing conmiittees to work their will. The*next Congress cmiT?r decide to 
ai)andon the progi'am after So^otcmber /50, 1070, expand it. or main- 
lain it at the san^ie level. ' a 

This approach is embodied in Il.R. Ij0319, a bill which I introduced 
on (Irtober '22, 1075. to impleniont reforms soughj' by a nuniber of pub- 
lic inter(^st. organizations based on (^xtei\sive studies of the progranl. 
Although this provision is not included in the committee bill, it does 
contain major elements" of other reforms sought by my legislation.' 

The- committee bilTs strong and specific provisions for citizen par- 
tix'ipation will go -far towatd (diminating ills in the use of funds at 
the local level^The expanded ahti-discrimination section will provide 
new assurance tluit the rights of minorities, women, the Uandica]>ped 
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ami the elderly will W\ protcch^d. The. hUl alsoyonriiins u start toward 
the modernization ol' States iindjocal i:j()\-erni^ents. rhr()n<rh the inelu- 
sjon of a statement of i)oliey on hehali' of ^onsolidut iojis and otliei* 
steps tlmt could inerca.se the economy and ef1icien(^y oj' Stale jwid h)eal 
governments. ' ^ * - 

An important change is (he fornnda revision which is u coinpronuse 
between the existin/r' mechanism and the prin('i[)les wet forth in Il.K, 
10319. Tiie conunittee bill provides for the disLribntion of ^0.5 billion 

• under the existing fornnda, whidh Uhcs per capitajncome (lata as a 
measure of need. The renniining $15U nullion would be distributed 
under a revised fornnda using the percentage of the population below 
the {)overty level^in each jurisdiction as the measure of need. 

The eifect of ).he f^ormnla revision is to assure that each jurisdiction 
will be "iield liarmless*' to the amount it woiUd receive by continue(l 
use of-tiie existing forniurla ,at an anrfluil rate of $0.5 billi^m (the 

j actuarJ fundinii!; level during calendar 197()). Thus, no dty or Slate. 

i wiH lo.s(» fi'iuds because of tlie fonmda change. ^ , 

l)uring.tluM^oiiimitfec\s (liscussion. those who favore^^tsimple exten- ^ 
sion of the existing fornnda pointed out that under the i^t^vision some 
jurisdictions would ^dose" fuiuls they M'Oiild otherwise'reccuve under 
the old formnla at a $().Gr> billion spencling level. It is important to 
note, however, that such a ^''loss*' is only tlu^oretieah siliee the reveiuui" 
sharing program has ne\'er been fundx^^l at $0.00 billion for a full year. 
The $0.05 hi 1 Lion figure rc^prescnts an annuali^^at ion f)f the fuiiding 
lev(d of the last six months of calendar r,)7(). vSince jnrisdi(:ti/)Us ha\'e 
nevei'^actually r(»e(u\'e(l such a sum, they could not ^Mose" it und^M* the 
fornnda change. A more accuride conipuri.son would be" between tlie 
$0.;*) billion actual^ received in li)70 and the $0;(J5 billion to be received 
during 1977 and futun^ years under th(» eoinmittee bill. This would 
show all jurisdictions unharmed by the change, and many jurisdictions 

The $ir)() milliofi to be distribiutechn'wder the revised formula would 
be shared by jurisdictions which gi^in through use. of the ])overty 
staiuhird. Stmlies ha\'e shpwn that pON'erly data is*a nu)iv acenrati^ vv- 
flection ofiuHul tlnin per <'apita iH<*ome, sinecr many jurisdictions with 
relatively high per capitji .incoiiK* le\'(ds ai'tually ha\'e high needs for 
services as wtdl. The fornnda change would hVlp ci^ty and f)oor 'rural 
a reas with li igh propOL't iMs o f p()\*(U'ty. 

Wlu|e the proN'isioits {4* II. U. h*^'>07 as- revises I by I he'e()mmittee inak(^ 
important impro\'ements in tho i)rograin, T feel that Congre^-s should 
rnniittain I'lose o\'(M'sight in the fnt)ir(^ so that any in rt her refornii^ can 
T)^5':^p.lo'pt A as n(H'd(nl. Hope full v, tlu^ coujmittee I)iTV will hiy th(» 
gr()rnndwork for eontinnatioji of the gcMieral r(^\'(Miiie sharing jn'ograin 
iib-a mann(M'*that will meet the Ix^st interests of all Americans. 

Danti^'B. Fasckix. 
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SriMM.I-MI'.NTAl. \'IK\VS OF HON. HKNMAMIX S. 
KOSKN rilAL 



4 OiM' roi.iiiK)!! rcfniiii l)i';ir(l t lii iMiiilioiit 1 lie coininil t ci''-; considci-a- 
tioii (jf (his l)i!l»w;i- iiiM'il lo rtM<ii;i('( the *icin'r;i1 rcxcniu* .•>{iurin'i^ 
liill willi \ irl1i;il.ly im i li;in;n'-. I iVrl tliis 1- m <i\(] cniMiiicnlnrv on llic 
• • t> I'tu.'i-.-. Smclv. iit'ltT vcais of (Wpcr'hMicc In H lie dis- 

'I'll'iilKHi of i>vr\' >;;m i)iir,(.ii lo .-(air ninl lofiil ^x<)\'t'i'iini(Mit>. llicra 
:n'i» iiiiiiici'Dii- irliii(iiu'iii> aii'l iiii|)ro\ciii''iits \\lii<'li coiihl ])r niiulr 
ill t hi.; in oLM ain. * s ^* 

niiah'l v. the hill i\iw< incorpyrah' S('\t'ral- \aliiMi)l(' chnTi/ics., 
; Oiu' is an aiimiilrjuMit 1 int roilnrcd lo nicoiii airt* V^lat4»s to tak(* sh'ps 
vio mo(lri iii/(> and r«'\ ilali/('»'.-,tal(' and local guvcniiiMMit st met ii res and 
prdffdmr., 'Plij. is di.-ciisxMl hrlow. " 

l)ur \arinii^ nihcr I liDn.Ldil I'nl ami hcnrii<'ial |>i'o])()sals fell \"!''(ini 
lo 1 hr -MiaMii- Oil " piv-->nrt-. i inhanht^^olFcr on(\of the niost important 
ot tlio'p.rjii Imc Moor. Il addr',".-('> a n>:i jor jirohh'ni postal hv tho 
fiirnf«"S ii-i'd Ml the a I lor;it (Oil InniHila ihc -\slcniatic nndcrconnt in^ 
of j'l'r-la^in -talc ic-ii li'rn '] he 'a nic.ni hniMil failed In fomniittee on a 
IT lM \-ote. 

^ /'n^>l//(ffn//f/',/,/t/ff,t/ttfif\(////'i/tf/,\^^(i''< 

'I'he Ihn-can of the csliinates thai -JJ)^ f of I li" natioiTs 

■citizens { a,ppi'o\iniatel \ Ti niillicn American.-) and \'ir{iially all of 
( ho tf'onnt r^\V- illcLra I alien- (a- m:i n y a - ^ mi 1 1 ion per-on - ^ wei'e nns-o*d 
!.■ ^; il - ir-, 'i'lic I > I real I i - in I ! le m id.st o f si nd ie< wljich Uopefnlly 
v.dl j'ern'ii 'a M 1 1' 1 »\' -a n t e iircnkdown .of (h:^ popnh'ilion. This" 
ani{'ndmen( -Imply -a\-thai i f Ui<"^" st nd ie- resnll in I'tdiahle H/^nrcs. 
the nnmhci" dionld h:' inclndctl in elich -talc'- pf)pnlal i'^n. - 

Oiti/en- mi -cd Ijy'lh" cen.-!is lend to he those wlio ?nal<e <rro:if 
n-e f d' i:o\ ernment -■r\:it- ihcnecdy ami nncdncaled. 1 1 le<:a 1 al iens 
also <-an.-e a ^ireal dridn on ;.''o\ r lannent limmce- e.-timaled at' 
hillion II \ i in addcil pnyntent.-. anil lo-l ta\( -. Loi'al comninnit ies 
-''onid -r 1 hr-e hurdi M- t lir<i'n:j'!i uo fanh of their own. Il is only fair 
t hat ;i 1 1 lot-a i re- idcnf - I conn! ctir n 

Thi.- anifndnn 111 \v'>H'd^no( condoin> tlic ^)re-en« of ilK»;ra] ali<Mis. 
^ Nm* '.'oidd it altci' !lu» fe\(-nn<» di.i I'iniT f<>rnnda. It mendy so(d<s to 
'inpro\,' ti'" :i''cnracy of | he popJilalion liii'ni'cs n.-ed in the foiannla. 
I hope the fnll IIon~e'\". dl recoi:nr/.e uhe ni^rency of 1 In- improvement. 
Sfifh ////// l.D' ill ( t' I mni nf M nfli>nii':iil'-fni 

I am plea-cd thalMhi^ eonnnitte'> did a-dopt an amendment I intro- 
dneed to cn'onraiTt' the mo{|{M'ni/.a( ion f)f .-tale and local <:()\'oni- 
mental s( v\b t ure-. 

I'vevenne -hai'i?)!.'" i- the -in.'.df^ laruff^t domo^tic ])roe;mm of on?' 
re<hn'al i:<c. crnnnMil . • 1 1 poiirs -nlt-lantinl ^nui< of money into- stat*^ 
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and local ^^oNHTuincnl \ \\\\ tl (loc- so w illumt rci^'ii.f'*] to (licir cdVcl i\ c- 
noss oi' olliriciu'V. In too inmiy nnccs* we }n'(s]M))it'ini/ nioncv into . 
rusted .)!' i;ii.-<li;i])])on \-o!)i<'|('w^ jnid \\«' know that \ \\rvr i- (•ons'nl('rid)](' 
leaka/rc 

2 lis S(M't ioii of t lie hill a i.HxirsI >[o]) towards correct in^^ this situ- 
1. It sets as a ^^onl the ])rei)a rat ion hy states of a plan for modern- 
izing" ttnd i'(n'Ltali/in<r slate and local government. It re(ju'ireB each 
state to suhniit. to the St'>»'r<'tary of tlie Trvasury a r(?port anruially on 
the state s ])ro<rress in acliie\'in|,' ^o\(M'nnienta 1 reform and mo<lerniza- 
tirfn, and it estul^lishes a proccMliire fm-jc'ach stat(» s modeniizat ion plan 
to 1)0 (le\el()|)cd an<l implemented, It also sets a broad series non- 
cont royei'sial and nonexclusi \ i' criteria as to what is meant by rriodern- 
ization. Tliere is no penalty {'oiinect(»d with a state's failure to develop 
and pursue a moderiii/at ion ])ol icy ot her t han a re])orting of t hat fact 
by the Treasury Secpclai'y to t li(»»('on^rr(^8s in an' annual report on all 
states' re> iln]i/a( IfHi ell'orts. - * a 

^ I To pes were st^"ou<: in 1!>T2 that revenue sluwiufr. as unrestricted aid, 

«ght in(luf(> states to rtjstructure and mod(M*ni/e thotr <^mvernments, 
lere was litlh* d isa^iA'cei^uuit then or^now over the need for such mod- 
ernization. Unfortunately, these hopes have not been realized. The 
evidence sliows \ irtua lly no elVort on t he part of states, as a conscqucnco 
^of revcmie sharin<r, to o\-erluiul obsolete government .Stj'uct ures, . 
Ktnuigthwi mnnagcnuuit ca])acity or alter fime,-en^ruste(l ways of de- 
li vtu'ing servi<'es. 

Indeed general i(»\(Mm(» slinring, according to a conipi'ehetisivc 
r.(»ague of WonuMi \'olers r(»port. has had th(> opposite elleet. Hy cn<r 
couragiug each local jui'isd let ion to^*go it alone", giving ea<'h go\'erii- 
inent its own allocation of funds, r'uw'enu(» sharing has encouraged the 
fragmentation of ])olitical res] )onpil)il it ies and can be N'iewed as a, 
throwback to earlier days of exclusioiia ry hhmo rule. 

Studies by th(» (iAO, Hrof)!viMgs lns(itut(» aud Ix^agiTe of Women 
Voters could iinco\ er no siiiniiicanl c\am])les of revenue sharing funds 
inspiring im})rov(Ml d(>rn'(M'y oi' s(M'\^ic(»s or* collection of re\'enu(»s across 
local government lines. Indeed the evidence is to the contrai:y. In 
Ko<'h(vster, New \'ork. for' mple. g(Myr*ral r'e\Tiuie sba ring payments 
ret)ort(»(lly halt(>d a mo\'em(Mil to disin(W)r]K)rate S(»vqral villages which 
were burdenetl by (v\cessi\(> t:i\(»s: re\Vnue sharing fuiuls also fur- 
t hered delays in c!ii'r\ mg f>ut n city-county plan to uni fy police services 
in t he same m(»t rojjolil an a rea. 

- This .s(»cl ion f)f t li(» hil 1 is t he o])])ortuuity to {»orrect one of t he great- p> 
<»st failings of t he r(^\ (Miu(» sharing ])rogram. In enacM ing grant-ui-aid 
l>rograms in tlu^ l!)r)J)s arul (i()*s. the ( 'ongivss Vecognized that tlu» frag- 
mentation o'f govcrmu(Mits*posed a threat to the efFectivc delivery of 
S(M'vices. Se\-eral law-<. t'TieU ])a?-S(>d re(|uir(»d region-wide sharing and 
planning, ami encouiiiged ihv (»^tablishm(MU of rvgionah plarm?ng 
l)odies. This section of the bill coiitiriues t1u» momentum started then 
and so urgently nce(h>d naw in a (imelof increasing local budget stress. 
While it i'e(|fii res stales oidy to r(^por't uj)on their mode i*uizat ion ejfforts, 
arid imj)oses no sanctions against any recalcit uaiJJi^^^t'an^^?^^ es,sen- 

tial iuii-redicut of t he revenue -haring progrinfi. ^ 

Bkn.tam#n" S. Hos^;^^mA^ 
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SriMM.KMlCN r.\L N l lvW'S OF HON". JOHN COXYERS, JIl. 

( )n(» is)f .( lie purposes iiidt'tMl. fltr ])rm<-ip;il just iliciit ion — (jf Gen- 
eral K(»v(»nii(' Sli:ii"in;u' ^^-'^ lo J>i iii;j: (•nuncnt closer h) {\\v. p('o[)le. 
'riiis pr()<j:nini w as lierji Mim I \i\ pJlii Ifcfori' Coii^/ross and llu; American 
pooplf'as {lie l)e;:iiiiiiiiu of new Ainei'iran re\"oliHion — ^ peaceful 
revolution in whicli p'.)\v(»i- |is| tiirneil haek^to the people,'' The 
i*ef'or(l'uiiaialM:^fio\isi y sliows. l!o\'.e\er, (hat far fTonf beinfi a vehicle 
for tb^" rc*i;ii^l' rihnt i()n (>!" powt r. (ien(vj'al h\'\'eniie Sharing has ani- 
plifferl oven fnrlli(»r ihe cut n-nehed j)o\\Mvr of local ma jorit 10.^. 
years and uiore (lian hiliion later. th(» political (piestion, that, 
goes jo the heart of tliis pro^.n-ani namely, which p()o|)l(» i.sthisnuun- 
inot h J«'ed(»ral transfer hcin/^^in;: ;i-o\'ernnient closer t()— lias Ixmmi an- 
sweredin M' w a V t hat isrUoIaJly ntisat isfat^t ()r\' t () ni('. \ ^ 

l^V(M'y polilLcal ]iffMS(li('TifrH. i(l('ncrs dnisions het w ce^V niajorit ies 
and minorit u;j><^id ttte sniallci', nior(^ lionio^nMUH)ns%i jur'jwSaietion is, 
t'lie inor(^. iik'ely willTlic majority trample on the ri<^l.\ts of the ml- 
noVify^. Afefrihcr of (he majority ;xi'f)n]) enjoy tlu» rc^adiest access to 
■di>Hrsion -m'akers, ^'i the lir.-i crack at piihllc fnnds, and are the first 
(•aljefj^ tf) fill nev. ly-ci (»a!rd johs." A sl^niificaiit portjon of the '>0.000 
Jpflfl jiiris<li('t ions that i\'yei\c rcNffiuc sharinl^ fmids are smalh and 
tlieir*pas( of^' t hcse? I mids has not contradicted th(» (experience 
which (h''o\(» (lie iMTmrdri^ nl^his connl ry to in^stitnte a Hill of Ki^rhf^^ 
to !)(» enr()rced hy I he l''cdc» al (h)\-crmncnt U) clieck tlu* tyj'anny of 
local ma joril ies. . 

The l'ni((»d ,S(alcs ^':\ il iri;2'h(s ( 'oinmissicrn. the National Urhan 
L(Mgn(\ and othy orLrain/.at ions w hich ha\(* in i;^ni led 1 h(* opera- 
tion of the (!(Mu»ral KN'Ncrm:' Sharihir lia\-c dr)cnnu'iMo(l Il)n'nsands 
upon.t honsa-nds fd' cases in wITicii hical ^j'o\*(»rnments ha \'e nsed. I'evenne 
slVy^ng funds in ways ih ii d's-'riniiiiii^^c air^nnst^ po-lit ically vidnerahle 
*tri\)Jips. Mmj)!6yh!(Mi( discriiiiihal ion has hcen'uthe most ])i^^alent 
foVhi. 'Tlu're };ns hecn litth^ or no cnforccmenl of t he 'ngn -diyc.^'iniina- 
(ion provisions in Hic oi'i'^inal .\ct in Mn' areas of* the liiri^ntr of 
workers, tijc paynu nt of wa.'j'cs. aiifl in the iiia ng/icm,etit of appr*(Mi- 
t itrship j)ro:: i:.ams. , " _ , 

Local inajorrfies h'i\.c l)ecn rcwnidcd wiih th(^ lifjn's share of \v\'c- 
nne sLtarinir in yet a not h.-r ,\ca w ()\\\\' two p<'t'cen(* oP !'(»\'enii(» sharing 
fu-nds in l^)?-"* went dii'ccj'ly to pi'ojj-ni ms \\)v l!u» poor and thq.. aired. 
Willi (he help of rc\ciinc ^harini:' many local 'i:'o\'(»rnmen(K V\'or(» ahje 
to prc\(>nt tax inc'Ccases or e\'cn to reduce (ax hnrdeffs. (Ten states 
do' jiot (»\"(Mi ha\"(^ incoi^ic -l.^^cs. ) I/ni.hei' than (»\pn!idMi.i: mimicipal 
servicr-' to the por)r, t hi^s(^ fvi'wlsi f f)<) of(en Ha\'c suhsifH/ed nnddle- 
(dass t.'ivpa V(M's. jiec.au^e tlcMc is virtually no v.-\\y to trace how fnnds 
ar(» -{^j)fMit . local^ iro\-erni':c|C s hil^oi' mid(M\ fe w.wonsl I'ainjs (hat iniglit- 
prevent them fr(an catcri!ii'" finl\' (o dominant local interests. 

'FinalKi ( icntna I IiC\'(nnn» Slui rimr's fornula for allocal inir fniids 
nnt ion-\Vj^l(\ hu not (akin.'^* into :iccoun( fnll y in its nicnsureinent. of 

(87) •> ^ . 
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iniblic n(»(.Ml fit i/.Cfis Aslio Imsc iiicoiiK'-; hrlow tli(» posc.rly l(»v('l uiid 
I)y phu'ii^^ a coilinir on llit» jitno;iiM ^Tf fiiiids wliicU ni^ Cities jut 
oli^nblo foi*, lins d isrriininiil cd ntrnin4 jiirisdiclions whirls uro inosL 
in iuhhI of FcdiM-nl m.ssIs! :inrt\ Tlic i:;! crisis oT br^r cities fonlimio 
to 1)0 s:icri(if'(M| w hih* iV.f- Ic^s Vt ^ pnijs! \ i» p)\ ('rMnif'nUi I itnils (Tro 
rcwanlod. , • 

At some point in 4 ho not toodistiint fiit ii ro t ho Conn:i'oss will hiivoto 
examine iiiiirh inor(» siM'iour^ly tUnw it has up to now tlu^ lon<^^-rnu/j;(» 
imp Heat ions of prorrmins such as ( icMieral lv(»\'eiiiie Slutenrr, wliirh <yi\'e 
local p^overnnionts such considtM'ahle disrr(»(if)n and wTiicIi n^fjuiro so 
little Federar o^Trsi<rht. Kodoi'iil spendin<r for social programs is beings: 
terribly Sfjueozod*; the current Hn(l^(»t Kesolution pi'ovides no' real 
p^owth in most exist in^:^ social programs and, <TiveTi the incredll)le in- 
eiioase \n the Pentagon's budget authority, and tlio unelieekod^ growth 
in iKx subsidies, Wo will be lock(»d int^) an over-diminishing amount of 
Federal Revenue available' to address the -urgent social needs in the 
country. The ver-y- autliority of the Federal (lovornmont to sa^fogua rd 
the national welfare atid to perform the loading role in promoting coti- 
sMructive social arul economir change is under S(»v(M'e attack. (li von J his 
situation, it is of paramount imi)ortanc(» I'hat tlu* Federal Govern- 
ment not shirk its very consi(^er^af>le lesponsi'hility not <^n\y in seeing 
that social s|:)ending is a(](»f puUe to meet tho needs of I^WOTflw tTYa4- 
tho proresl^ whereby funds ai*t» distr*il)ut(»d and iis('eli*MTrrfe^itabl^^ 

T propose as a way to (vxfiuiiiie the loi^-tei'm inijmi('atiaris of (ronc^nd 
Revenue Sharing, and the ov^cT^ll contt^xt of tren/ls in social spending, 
that a natioTial conunission be cstablish(»(l to mt^'cst igato the disti'ibu- 
tion of functions and i-esponsibjl it ics ol' aJ-Hov(ds of go\ enunent, to 
exanune flltcrnative grant-in-aid prograi^tsTis w(dl as ways to ov(M*haul 
F(»d(M*al, State, and local systems of taxj/tion, and to reronuuend mucli- 
iice(l(*(l reforms.x^^^NV ^ * 

1 voted (o contiimo (Jent^ral Royenue Sharing with gr(»at res(»r\a- 
tions. To turn the Federal spigot 'orfF without having a workable* alter- 
native ^vouId do incahMdaide thuLigo to.., ouiyrities. As citi(»s totter 
dangerouslv on the brirdv^of insoivm^^Fc'^im^^ support rnusl bo con- 
tinued until a way is found to ini|:>i'cWe /ip()n revenue sharing. Tlio 
St I'ong civil l ifrhts and citizen parti('i pation se('tions in the new revtMuie 
sharing bill r(»portod by the ( i(^y(»rnment f )perjK ions ( 'bnunittee. hop(»- 
fully, will r(»st()r(» the nec(»ssary Tefleral role in ()\'(»^-seeing the |)rograiTi. 

' ffoHX ( ONVKIIS. 
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I <lo ini( iu'licvc dial <j:irts nMlcrnI luiuls (o lociil t^rovcr-imuMits in 
t lift form of (iciieral Uovcmic SluiFMi^j: is (he best means ul' liol])iiig 
loral ^rovct'nnicnt.^ with (h(Mr fiscal pi'ohhMns. 

'IMif s('|ia ration ai taxing r(»sj)()nsf'l)ihty from si)(»n(lt'n^ authority is 
poor liscal poliry. ^ 

J lu'lievc tlial loral governments \vo\iId b(» best servocl if the federal 
^'ovcrniTjeM would assume the total costs' of tJie various federal, state 
and local welfare progriims. fnere^asi'd f(».de!'ahassistance to local school 
districts would also he lu^lp-ful. Such steps hy the. federal government 
would f're(^ up hx^al revenues to finance oth(»-r duties of local govern- 
ment, withou-t (he need for the general rev(Miue sharing funds. 

While I have si)me rpiestions and concerns about the present revenue 
sharing program, i cnn support tlie bill a's passed hy the Committee 
because 0f t h(^ ex])an(l(»(l and st rengt hejied citizen parti^^ipatiou and 
civil righte guih'iintees jneluded. I am not in lf)ve> with the entitlement 
api)roach to funding t his program. As f)art of the overall bill reported 
by the ( 'oumiittee, howover, I can supjiorl it. ^ 

Jon N" ]j. BuuroN'. 

( ) 
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SrPPLKMKNTAL VIKWS OF HON. KOHKRT F. DUIXAX 



When tho Intergovernmental Kohitions and Human Relations Sub- 
committeo bcglirHiearin/^s on legislation to extend the State and Fiscal 
Assistance Act of 1972 last September, I asserted the need for substan- 
tial inii)rovements in the areas of accountability, equitabdity, (iitizen 
participation, and civil rights enforcement if the revenue sharing pro- 
gram were to be extended. The enonnous volume of testimony and 
data received by the Subcommittee coniirmed the existence of feigniH- 
cant flaws in the operation of the program and established the nex'cs- 
sitv Tor a legislative remedy. Throughout its deliberations on this 
issuV, th§^Committee has been subjected to intense pressure by lobbv- 
ist^s lepresenting state and local officials to ignore these obvious deh- 
ciencies and extend the general revetiue sharing program without 

change. ' • i i 

I am pleased that the Committee has successfully withstood that 
challenge and repoiled out a good bill whic^i extends revenue sluiring 
at its current funding level for and % years wliile reducing or elimi- 
nating some of the most serious shortcomings of the existing Act. 
If.R. i:3:U)7, which was ap])roved by an overwhelming vote of to 
doe.s not tamper witli the fundamental premises of revenue sharing. 
Indeed, by eliminating mandatory expenditure categories and other 
cosmetic restrictions on the use of funds, the bill recognizes the fact 
that revenue sharing is, in reality, a direct operating subsidy for stata 
and local governments, rather than a distinctive fund earmarked and 
utilized foi' specific purposes. 

'The Committ^^.e retained the complex fornuda throiijgh which anoi^ 
than ;^9,000 jurisdictions receive funds four times each -year ajid pj/- 
served the fl•e^dom exercised by those recipients in spending r^vfenue 
sharing dollars. At the same time, the Committee took steps to ensure 
that all citizens w'ould benefit from the revenue sharing program and 
that local officials would be held accountable to their Constituents and 
to Congress for the expenditure of revenue sharing funds. 

(tK)) 
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EQLTlTAHirjTY OV AM.OCATION* 

Tlie Coinmittec stnii^glod repeatedly with the (iiiostion of wliet.hcr 
f lie allocation fonuuhi urrivoxl at soiiunvhat^arhitnirily 4 yours a^o was 
tlio ino«t (^uitablc means of distributing rcveniK* siiarinfr'f unds. Wliilo 
all agreed that the formula is imperfect, no one coulii^ug^Tst an alter- 
native which was clearly more cxiuitahle. Moreover, any formula alter- 
ation which increased the entitlements of soine'^recipient.s would ncces- 
s^irily reduce the entitlements of others. For that reason, the Com- 
mittee was reluctant to adopt major fornuihi changes. 

It is si^/nificant and rnther disconcert in<; that once an allocation 
fornnda in a program of this magnitude is adoj^ted ther(» is tren)Bn- 
dous resistance to alter it, even in the fac(». of ()V(M-\vhelming evidence. 

exampir, tlu* (Jeiieral Accountiug OffiCv i.ssued a report on 
April 2ii,«197(> which sharply criticized the 20 percent per capita alio- 
cMtion floor which automatical ly increas(\s the entitlements of soane 
in.OOO jurisdictions nt ihe expense of more deservin^r recipients. The 
unfairness nnd counterproduct ivity of the i^O percent floor was corrob- 
orated hy studies conductetl by the Kiookings In.ititnte and the Na- 
tional Science Foundation. No rationale or justification for this 
formula provision was ever oH'ercd, yet the Conunittee voted to retain 
tho flooi: without cha^ige. 

The Committee also failed to addi-ess the problem of i)opulation' 
nndercounting as it applies to Mie coiuj)utation of revenue sharin«r 
entitlements. Mdlions of American citizens and illegal aliens, no't 
included in the IDTO census, ai:c receiving public services provided by 
state and local governments but are not taken into acr-ount when 
revenue sharing entitlements are computed. As a result, communities 
containing a large proportion of un^Jercounted individuals receive less 
revenue sharing funds on^'a per capita basis than they are entitled 
to. The (^ommittee narrowly defeated an aineiHlmont to ivvise i)opu- 
lation figures to the^ extent possible in order to incoi'|)0!'-ate those not 
coiipted in the last cc^'nsus in the distribution of iwenue sharing funds. 
I Jiope that both of tliese formula issues will be considered'" on the 
floor. 

The Committee did make several formula changes which should 
ultimately increase the fnirness of the j)rogrnm. First, it a(loj)ted a 
new eligibility, requirement designed to eliminate from the program 
those jurisdictions which refer to themselves as ^'general purpose gov- 
ernments'' vvliil«r'actuaUy performing only one public service. Tlliese 
noi;fiinctionftl>r single purpose units have been receiving a windfall 
under the current Act at the expense of the legitimate general purpose 
governments in the same area. The Committee bill will ensure that 
the actual functions of a government, rather than its designation, 
will d(^rniine elig-ibility for revenue sharing funds. 
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A scc(Whr+nHi<^a» appi-ovcd by <ho ^C<>imnlH(;(' oKtal)liblios an altet;-' 
native allocation lonmila l.o l)(v to disl ribut(»- funds aul hori/('(t, 
by C\)ngres8 for iurlusion in a Nnppicnu'nlai pot of r(»vonuo, sliarin<j; 
funds. This substituto fnnmria cmphasi/oH tax (dlort to a ^^n-eaU)iJ-' 
(»xtent than tlu'^ nros(MU foi'inida and pcplarcs per ('a[)ila inconj5i.'\vil li 
juMTcnl of population ludow ihc poverty liMc as an indicatpr'of. liscal 
capacity. It is not chuir ^vllcthcr tliis second formula will' proves uioru 
Hjuitablc or even as workable as the first. Iiutccd, t !uv ( 'oniinrttcoe did 
. not spocilically authorize any fundin»r foJ' tl^^ iicparati* title of the 
bill. Vot, by eslabbshin^r an alt ei'iial i\ (» roi-muhi, t be ( IcMiunittee stM'ved 
notice that it is not willin^r to a<'cel)t th(» pr(»sent distribuion of funds 
"^as unalterable arul that it will continue to s(»elc a so^lut.ion which best 
res|)()n(ls to \\\x\ ne(»ds of all slate and looil «ro\ (U'nnients. 

<-lTlZKN r.Mrru UM'I ION 

Ktl'octive citizen in\-ol\(Mnenl in the d(H'ision-nuikin^ process is 
fundaniontal to the I'evenue. hbai'in^ concept. While' (dex^ed oflicials 
must ultimat(dy decide how i-eVemie sharin^r funds aro to be spent, 
all cit^^ens sbouhl be al)l(» to otl'ei' their su^^^^\^t ions and to adviso 
their governments concerniu^j: the ])roKi'Jiins they think shouhl be 
funded in whole or in part out of revcunie sharin*r. Faced with a 
reeonl indicatin^^ that citi/en' pj^'t icji^it ion in the, ex])onditure of 
revenue sharinjj: funds has been virtoiilly nil to dale, the (.'onunittee 
>i(lopted a series of /impoj'lant pro\isi()i^ to ensui'e more eU'eclive 
public- input. r 

First, the (\)mmittee. athled a I'eciuiiTment that w;cipieut govern- 
ments hold a public hearing on the pi-oposi^d expenditure of revonuo 
sharing funds prior to sul)miUiu<r a Trojiosed Tso Kcport to the 
Office of lievcnue Sharinj^. Tilwr the current Act, local officials need 
not consult with or even inform citizens about tho availability of 
i'(wenuu sharin^^ fiinds befoiv. re])ortiutr h<)W they intend to uso the 
money. The addition of this new hearinjj: provision Avdll have the 
<'tte^t*()f emd)lin^c citizens to \syV involved in the issues about the ex- 
' pendituiv of revenue sharin^r funds at n Hiiflirienlly early stupe in the 
d(»rision-iT><d<inp process to exert a nieanin^rful im])act. 

The (V)uimitte(^ also lulded a. recjuirenuuit that recipients lipid l)ub- 
lie he^arinps prior to the adoption of their l)U(1*ret to consider the pro- 
posed use of re.venue sharing fmuis within the context of their over- 
all sp(»t.idin<j: plan. This retjuirement would b<' waived in the ca.se of 
recipi(Mits wdiirh already hold such a bearing. The most significant 
aspect of this pred)udpct liearin<j: is that citizens, for the first time, 
will be told how rev(»nue sharing funds lit into t.he overall burlp:et 
arub c()nse(|uenlly, w^iat tlu* actual fiscal in])ut of the revenue sharin<( 
d(dl.ars will be. 

While Hiese new hearing pro\ isions are impoHant, it is clear that 
the coin'enin^M)f a public hcarin<z does not necessarily mean thateffec-' 
tive citizen part i(M])at ion has lu^ui acdiieved. l^articularly in the cfTse 
f larire muincipal and ^tal(» L^oyM-nnieiils. which op(M*ate on com]>lex 



niulti-millioii <hj>lhir biKLn't-. the\i*diMary cil izcn lacks the l<nowledcr( 




ERIC 



or. 

t.lic time, iind llic cxiKTiisc lo olfcr substiiiitinl input. In tlioso jiii'is- 
(liclioiis, public lnMirin;^^s nw insufllcicnl to cnsim*. ciriM'tivc public . 
part icipat iou. A ^])(M'inl \ ('liic|(\ such ns a CiU/.cus A<l\'is()ry Coni- 
niidt'c Hp] )()i ul ('(1 liv the (liief l^xccul i\'c Ofliccr and rcprcsrut in^ tho 
vnrious facets oi' (ln» conniiiniit y., is ju'imUmL Such (*iti/,(Mis' ^I'oups lui\c 
bt'(Mi iuan{lat(»(l by law in ii number of IVdcral pi'o^i'anif-, inclu<lin^^ 
Model ('iti(»s and the Conununil irs anil Housing 1 )(»\'(dof)nu'nt Ad of 
lOT.V A(t\'i.sory ('onuultlres an» niosl necessary iu a program su<*li as 
revenue nluirin^ \\•|l(»^r'e loeal discretion in th(» oxpotulilnre of I^Vderal 
funds is yirtually absolute. 1 liop(» tjiat a [)ro\'ision re(juirin^ tbe estab- 
li^luuent of Citi/.en Aih-isory Conunitteos in the ;V) states, and t.lic 540 
f)l her jurisdictions reeeiviu<r Si million or moi*e each year '\\\ re\'euue 
sbariu^^ funds ciin be added to'H.K. I'.VMu ou I be lloor. , 

A(*<nrNT.\UIMTV 

Ha\ in^^ (dinnnated tb(» priority e.\])(»ndit ure catc^^orios arul other 
restrictions on th(» use of r(»\(»nue shariu^^ funds, the Couunitloc acted 
lo^trc^^tben i-ep(Mlin^^ re(|ui riMuents and audil^in^ staiuhirds in order 
to increiiM* tlu» arcoujilability of r(MMpi(»ut ^^()\*eriuuents in theexpeiuli- 
tfire of tbe fe<l(»ral dollars. Tin* (lAo testificMl that existing trpoHs 
f)n tbe use of re\'enu(» slunin^^ fnnd^^ were meaningless. Tlie pi'ooletn 
was that by substituting re\(»uu(» sluiriuir dollars for otho>r b)cal Reve- 
nues in c(»rt ain bud-^(»tary areas. lo<*al *r<)\crum(»nts could en'ecti\''(vly 
(•oneeal tbe iietuni fiscal inpMct of tlu* r(»\e!nu^ sharin»j: funds. 

TIk^ ( 'ouuri it le<» followed tbe i*(M'omuuMi(latious ()f t b(», (J AO in nu^et- 
iu^r t bis [)rol)lem by inereasin.<r t b(» >peci licit y of.re])or( s on< be ])ro posed 
and a<-tual um* of rc\-enu(* sharin^^ funds and by rc^fjuiriu^ such reports 
to rehile.tbe e.\])(uul it u r(» of r(»\rnue sharing .funds to tb(» eutir(» locaj 
bu<l^^et. MoreoN'er, tlu* ( \)nunitl(»(» stipulated ihat .\ctual Use Kcports 
^luill pr{)\idV an explanation of all di ir(M'(»nc(»s between the actual use 
(d* futuls rerei\(M| and tlf?^ proposcul ns(» of such fuuils as re[)orted to 
1 h(» Secretary. I'nder tb(» exislin^^ Act, th(»rc tu^ed b(» no relationship 
*wbatso(»ver b<*t\\(»en liow a r(»cipi(»nl says it t(Muls to use revenue shar- 
ing fun<ls an<l how il do(»s in fact exp(»nd t he fumls. ^ 

In the area of audit in^rstandards, th(» ( 'oumutt(»e (»x]iand(Ml upon tlu^ 
current re(piirem(Mit that r(H'ipi(»nts conduct animal audits in accord- 
anc(» with their h)cal laws ami auditin*: j'Ji'act icrs. '^riu* (\nnnmteo 
add(M| tbe key refjuir(MiHMit thiil such inubtsbe con(bict(»rl iiuI(»p<UHleut- 
ly and that a fid it reports on 1 1 u» expend il nr(» <if all public funds biMuade 
a\a'dab|e. totlu* puHJh'. The ('omptroMer (icuerid was nuthoriz(»d to 
ev}Vluat(» oo^^plianc(^ with the^u^v ;iudit^ln»i: p!*ovision. Tf tlu^ ren^^la- 
t ions jo l)(» promul*^at{M| bv the Secr(»tarv f)f the Ti-easui-y to cai'i'v out 
tbiss(»ction {u-curnifcly reli(»et t la"* will of ih(» ('(Wimittee, local govern- 
meiits will Ix' r(Mjuire(l to m(»(»l ii new standard of ros]oonsibility and ac- 
c{)untabil ity for tlu»i r (»xiHuuliture of funds. 

Tlu* Committee {ilso proN'ided for an annual (*oinprehensi\*e re])ort by 
the Sec!*(»ta!*y of tlu» TrcNisury to Congress on all asp(»cts of the pro- 
gram including tlu* (»xt(uit of'citi/(Mi participation, conif)liance witli 
civil rij^bts provisions, tbe imp|(»uu»ntati(Ui of auditing standards, and 
tbe net: fjsdtl impact of n»venuc sbarin<r i*unds. Thi.'* report should 
gr(»atly aid Congress in its oversight of tbe pn^gram and scr-ve as an 
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'in('(Mi( ivr< lo IliP OlUcc of Ht»\ fM)iu', Sharing to enforce* the pi'ov/sioiis 
of lli(» Act in II tiin(»ly imd forthright manner. 

N()\nis< HrMiN.\'rn)N . 

The provi-ion Ji0o])tr(l l)y t h(» ( V)MUnit(c(» in t h(» ai'cn of ( 'ivll Rights 
cn forccnH-nJ i.s anion^ tlic ntiost important com j)on(M^ts of Hm. l.'i.'U;?. 
The ( 'ominittcc/s hciirin^^ n»(»onl *\vas r(»ph»to with (»vi(h'nc/ tlnitjlic 
Acl V nondisci'iinimit ion n^jni r(Mn(Mit had i!;onc. virtually muMiforccvl 
sinc<» (h(» onactnicnt of the State, and Loral Fiscal Assiyttipico Act op' 
ll>T2/( )\'fM>i^ht iaiMirin^s O!^ iho civjl ri^^hts as^^octs f)f wvvjwxo shari 
hehl hy th(» llousci rfiidicinry Snhconnnittec on ('i vil and Clonstituti' 
a! Rights coidirnied the nccvl f(|f' immediate and d(»ci.si\'c i/ction ((> 
the dlM'rimimitory u^(» of r(»vennc shari^i^ funds, /rri(» rocominonda- 
t Tons of the Sul)(*f)mniitte(» \v(»re rOiitained in a report issi/ed in XoN'em- 
l)er. U^T'r). The ( V)mniiltee rclit'd lieavily n])o'n tlu» expertise of it.sslst(»r 
snbcomniitteo in Jud-icinry in addrOssilitj: the ci\'il rifchts issite and 
f()rnndat ili^r tlie. riMnedv containwl in the CommiU(»o hh' 

he nond i>criniinat ion pi'ovi^iori, explaiiuMl in detpil olsewlun-o in 
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this r<'p(»rt'.js de^i/j:ned to prrt\ iile for t^he (d!'ectiv(» (Mifoi*cenient of 
prohibit ion *on the discriniinatorV nse of revenue slrnrin^ funds ron- 
taiinvl in the e.xi^tin;: Act. By estuhlishin^ a s(»t Of conii)lianoo j)ro- 
<'edni*(is i'e>-ult i'nji; in the. niandatory sus})(Mision of r-(M'(»rnie sinirin<^ 
pavmiMits should provOn d i'^crimina4 ioti persist,M,he Committee has 
(»nsured that the laxity of the Ollicc of Ue\emu\ Sharin;j: in enfonMU^ 
the nondiM-riminat iwn rc^iuiremcnt f)f the Act, shall not l)o,pefnntto(l. 
to (*ontinu(*. Local ^f)V('rnnients will no longer he able to ji'vattc (ii\'i] 
ri<rhts en foi'cenieiU thron/jrh slick nc{'onnt.in<i; (hM*i(»es iii n»[M>ttMnj^ tlio 
n-(» of i*(»\*enue Hluirin<r fnnds. Indisiduals suhnuttin^ complaints 
ulh*^jrin«r <'ivil rights N'iolations will no lonp»r have to wait many 
months (M* e\(Mi y(»ars lud'ore rec(M vin<j: a respons(»- from the Oilwe of 
Revemie Sharinnr. Revemu* sharing reci])ients will no longer lil^ahh^ 
to cont inu(*^ris<*rimin'atory practices without snn'eriu^ tlie Sjispension 
oTtfu^ir rex'ciiue sharing funds. In:2t(»ad, the federal ^o\ernmcnt. will 
{\\k{' >t(*ps to enforce the hiw and j)iX)tect tlie civil ri^li'ts <;f all 
Anu'rican^. 

I wotdd hav(» pnd*(U'red ji strou<^cr nQ.ndiM'rirtiihatif)ii f)roVisio1i 
than that ultimately nppro\ed ])y the ('ommittc(\ Sp(»c,iiical ly, I fear 
that clause ])ernnttinir recipients to a\-oid <'i\ 11 ri<i:'hts coiTipliancc. 
pr(M'(MMlin^- by ])ro\iii;r that rtmunu* sharing dollars wei'C not e\- 
pendc*! in tin* program in whicli the alleired dis<'rimiFUitif)n o(HMirred 
may prove to be a majoi' loo])-liol(*. .Vs tiio '^.VO and other analysts 
ba\-e reported, it is \ irtifally impossible to identify revenue sharing 
fnnds.a'- such once thev'are connnin<^hj(Lwith <rther' local reveuucvs 
within an overall bud^ret. If that fact is I'eco/j^inzed by tlu^ Office of 
Re\cnue Shariu«j: in administering this S(*ction, the oxcopti<')n clausi* 
will not hn\'e nnicb im]nict. Hut. on the otluu' hand, if the Adnurus- 
tration I'fdies upo?i the assurances f)f local governments and easily^ 
mani]))dat(»il ac<'ount ing desi^nut ioirs as a(le(piat(* e\ idence t hat re\*enue 
sharing funds wen» not s])ent in a ])articular program. ci\il rights 
en foivcmcnt will c()nl ii\U(M o be iiiell'cct ual. 
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SiM»oii(l. (lie* riMjujivinciil triiit iv nM'ip'u^nt must en/ra^rin^r in a 
'•pnrtorn or pnirtuv of (liscriniinntion'' \n order to he aubjeot t() on- 
l'()r<'(Mn('nt prococMlin^^ sets a di (Icrtint Hturulard for <*ivil rights violu- 
lioiis in this Act than that .which appeal's elsewhere in Federal law. 
It 'is lud r\r'A\\ for rxnnnph*. how many aelsor ins'hincerf of di^c run i na- 
tion u^^nin-l one or. njort* individuals nmst l>e committed Udore -a 
-pattern or pcnctice** is said to exint. Sinadd this. l-an/j;ua^(^-bc re- 
tiiiued on the lloor. 1 am hopeful tfcaf courts will sxviftly interjon't the 
provusion -U) provide the hroaVle.m possible* prtjTNlion to vi(^tjjns of 
(liserimimit ion. . 'k ' * ^ 

Thir-d. the (\)nuT))tt.cT hill reepii res- the- Secretary of tlie Ireasury to 
"■hold a^ pndiminary heiirin^ on alle/?:ed*''nf5ncomplianee in the niva of 
civil ri^Hitsat the request of an^'ipient ;j:ov(»rnment hefore t akin^^ anf 
action io defer th(» payniiMit of rev(»mic shnrin/^^ fimds. ()ther' eivd 
riirlit^^ |n-oV'isions of fciUfal li^^^" invai'iahly allow an achuin.ist rator to 
.c(mvcn<' such a hearing at' his discretion, without, retjuiring that he do 
so. This pro\-ision will tcMui to <l(day (»-H'eet ive en for*cement, of the pro- 
hibition a^nv'nst discrimimd ioti hy allowin^^ ref'ipient governments to 
en;xa^e iJi lime-consuniin^ bureaucrat ic. procecbires. ^ 

Despite these (h'lici<»ncics. the civil ri^dits i)rovision adopted by the 
(*oiiniiittee is nn (»xcell(»nt one which renH»dies the major deficiencii^s 
'whi'-h ha VI' paral;v/,c(l civil rifjiits en fof-cert1en| under the Act. to date. 
Havin^^ participated in the ove/siKl^f- hcarinf^s of the ^Judiciary Sub- 
comn\itt(»e on Civil and ( 'oust i| ut ional Ki^rlit.s as well as the heari.n^s 
of the Subcommittee on Inter^rover'umental Hehvlions and Ilumto' Re- 
sources. I fcrl tl.iat the adoption of a stronf^ civil rijijhts provif^iotuis an 
essential [)r(»re(piisite to tlu* comi)lai'nts of the revenue shar'jin^^ pro- 
<rtam. I„am pleased that the Conuuittee responded .to the preH.4in^r need 
for ciumtre i»i this area by atloi)tin^a woi'kable iQ^isljitive plan for the 
elfer-tive protect ion of civil ri^rlits under tho T(»v(Muie .sharing jirogram. 

r-''rNi)i\'(; ^TKfrr.vNis.V 

T'he Committee <peiit a co!i^id(»rahl(^ amount of time dchat in^ltei;- 
native methods of fundin^^ tlu^ r-evemie sliarin^r l)i*o;j:rain. '^^W^'^ ^vas 
cousit|erab|(> -opposition to the cont inuatij)n of tlie jjn^spj-iy f uricTwie; 
mechanism \vhi(di both authoi'i/ed -and jippropriiited Punds for the 
pi'o^i-ain for a fivt» year pcricJd. Thus. unlik(» virtually all 'other Federal 
pro^rrams. revenue sharmfr is exeunpt fi'om the annnal a ppropriationSr 
ju'ocr'^s :ind from periodic rcN'icw bv the Hifd^ct C!onunittee. Tinder 
f his appp'oach. which violat(»sthe o!-(li!ia!*>' rtd(»s of t h(» House. r(*\(Muie 
-harin«: i-. ii\ effect. uneonti-oll(»d spendine:. While the Department of 
MKden-'t\ the ()flrK'(» of Fducation, the "Xat ionat CaneerTustitute and 
ot her f^w'utijil a^^(Micies have to sf and in line ejwf'h yea?* to compete with 
other piitn'ities to secuire appropriat ior\s. I'eveiuie sharini? funds have 
r'oiil iiuietj to on a- trnarante(>(K urrconl I'olled basis, (^hairman 

(hM)rf:c Maiion ot- the Appro]>riat ions Conmrittee and Budget Com- 
, Uiittre (^haiiMuan Hrock Adams ur'red aiuuial i'(»view and approj)ria- 
tion: thi- would pn^-ide loca I •Ln)vernments wit4i suflicMent time to plan 
f lk»ir ^(^Npeiubt ui'cs without saciificinju^ {^on^n'cssional ov(M'sight and 
lisf.'i } rc.-pun^ibil it w 



' l\pp:r('ttnl)ly, ihv ConunilhH' luirrowly riijiM-hMl tlic su<j:<j:(»-( ion for 
aniuml forwiinl ruiidod ai)i)r()priiit ions aiul instcnul S(i((l('(l upon a 
third fuMclin<i; dovico — i»nt it lemonts — as an alk^^rtnl (ioni])roniisi' 
'tween the t\v() alternatives (h'seribcd al)Ovc\ While entitlement i)rg- 
^.n-anis nra explii^tly authori/XMl by (he lhi(l^^(»t Act, they iiV(\ in ell'eett 
('()nil)ine(l ant h()ri/.ation-airj)iT)[)riat ions whieh constitute U!r(M)nt rol- 
lahlo spondinjr. If entitlenuMit fundinjr is over just ifiahlo. it is on.lv in 
those. i)r()granis such as Social Security ai*ul veterans' henelits \vliere 
th(» recipieiit has a vested right to the authorized tunds. Such is nut 
tin* case wflh revi'nye sharing. I ho])e.tluixt the House will riu'ousider 
this issue and s<^tt le H])on a mechanism for finuUngthe revenue shariiig 
prognuruwhich doi's not vibhiti^ hasic princi[)les of account ability }/nd 
iiscal respon^^ibilijt \'.^ * 

- (:ovKKN:Mi':N'r ijKvrrAir^r/ATiox 

I was ]>l(»aso'ih that the Committee {ul()i)tod a provision to encoMra*:^' 
s(al(»s to (h»vclo]) (V)niprej»iensi ve ])lans to I'^vit aliz(» and ni()d(M'ni/c >tat(^ 
and local government. The strengthening ot local go*v(M-nment (hrough 
(H^ct1v(^ planning and rcgiojial cooperation, was on(» of th(» key objec- 
tives of -a pioneering rVVenue sharing lull introduced by C '()n^!:re>>nian 
Henry 1v(miss and Se!iator Hulxyt Humphrey well beftu'e the enact- 
ment 'of th^Stah' and I.ot^al -Fiscal Assistances Act of H)T;i. If. revcMuie 
, sharing can ])r()\'i(U» aii imj)etus for local governments to bceonie more 
eflicient providers of i)ublic sei'vicos, the ]:)rograni willjiay^^ luade an 
encbiring cont ribut Ion to our (hMuocratic system. The ])rovisi()n ado])ted 
by the Committee* which (»mi)hasi/es ])binning and ce^nun^unicat ion 
rather than actual structural chang(»s in jo^overnuveut. is. just a start in ^ 
(his direction, ^^(^tlt is an-1mportn1it addlt ion to th(» bill whi<'h should 
bo L(»tai!ied, - > * ' 

In (he waki^ of the Commit t(»eV ]).rot r-acted ilcdiberat ions'on the ^)r()- 
posed extension of th(» ro\rnuo shariuii:: program. 1 continue to harbor 
doubtf^ about wlu»th(»r this is^oally (he best: way to s])en(l more than 
$(i.r> billion each y(»ar to m(»(»t th(» iu»eds of the An-ieri(^an ])e()]<fle. Per:** 
haps tlio fuwds would be b(»^t(M' s])(Mit in initiating a program of na- 
tiojial health insurance or in fcH^ral assumption of stat(». welfare costs 
or in ini'reased aid to local education. P(M'haps Americans would rather 
i'(M'eive these dollars back dir(»ctly. in (In* form of reduc(»(l f(»''d(M-al (ax(»s, 
instead of ( iirning ( Iumu ovrr (o s(at(» and local oflicials to s]>en<l th(\v 
see fit. 

Hut it is ai)parent (hat state and local g()vernm(>nts t hroughout (he 
' Ignited Stales ba,ve become (le])emlenl u[)on tlie cont iniiat ion of (his 
sourci*, of r(»V(»nuc b(\vond (b(» end of lOTX). The abru])t termina(ion of 
this program (*ould h^ad some of our comuuuuties to the brink of fiscal 
disaster. Tlie program has uuniemus flaws, but. th(» conunittee has gone 
a long way toward supplpng legislative remedies. I will continue to 
fight for necessary changes in the bill as described above. But, if the, 
revenue* -sharing progpm is to be continued. I believe it should go 
I forward snbstant uilly in , the form provided for in TT.E. I'^^fM. 

KoiiKHT F. DiunaS'. 
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AnnrrioNAL \ i kws oi* iiox. KoHi'jrr i\ dkinan (cox- 

('{ .Kia-.D IN HV HON. JOHN MOSS, IIOX. DAN'l'I-: H. 
I^ASCI'JvL, IIO-N. WH;LIA.\[ S. M()( )UI I ICA I), 1 1( )N. liKNMA- 
MIN S. KOSI-A'TII AL. II()N\ ,I()IIX CON VKRS, ,IK., IKh^. 
-HKLLA S. AHZr(i, \\()S. (WKDISS COM. INS, AND HON. 
MICH AKh IIAUKIN(rr()N) 

At tin*. niMi'lv-u]) session oil H.K. i;V5t'i?, tlu^ ( 'oininitte-e adopted a*n 
an lend n lent in t lie nat ui'(» of a >iil^s( it nte to Sect ion Id of t li(\ hill. That 
anicndfnent rev-isefl tl.M^ rvon-diseriininafion pro\"ision (Section Ii^l^) of 
the .^late and Loi^al T'iscal AssistaiK-e, Act of \\)7'2, and adde(l new 
, Seel Kins and 1*J.'> which exp:uid the o])port unit ies for citi/.ens to 
pi'oit'tt t heir ri«i;_ht s und(M' (he Act . I )iiriii<r t he debate over this an lend - 
nieiit. a iiiiiiiher of (questions arose ri'^ardin^ \]w seo])e and iiieanin«i:' 
of thi' revi-ioiis. To insure an intei^rel at ion consistcnit witJi that dis- 
cnxsion avid the intent of the projxmiMits, we >visli to add a fow words^ 
lo thr ("orViinittee report repirclin^ tlie>(^ important provisions. 

Sri I '/(til /JJ : \ofu//-'^f'/'i //laiaf io/i /^rori,s/o/i 

Section \±1 of tlie enri|P^t law forl)i<|s discriiiiinat ion on-uccoiuit of* 
race, color, m'.v. or national ori<rin in any [)ro^raiii or activity funded 
hy sliar<'d n'ViMines which is coiulncted hy.a State <rovernnieiil or unit 
<d* local L^overnnieiit. riujer the Act. the Secretary is aut li()ri/,e(l to 
tak'<' a ppi opriat adniinist rat iv(^ action to S(M'nre compliaiu'c (siisp(Mi- 
sion. (ermin.at ion. ^or r(^])aynient of funds for viohitin^ th(» section) 
and to refer (:ji>es to t he Attorney { ieiierid for suit. I n addlt ion to such 
r<'ferrals the Act also ])rovid(S iiide])endent aut lioi'ity- for the Attor- 
ney (h'neral lo initiate "pattern or practice'' suits, Th<^ current statute 
^^i\e^ private citi/ens a -lyfrht of action a<:ainst the Tiiited States or 
a recipient ;ro\'(M'nni(Mit for violat in^^ Sect ion 12'2,^ 

The ( 'ominittec^ received ext(Misivo testiinouy regard in^ S(M'tioii I'Jii. 
iindiniinji- an ov(M'si^lit rc^port from the Honso Coiiunit((^(^ on the Jn- 
^dicia ry's Suhcnmmil tee on ("ivil and Constitutional Ki^hts,^ ''i'lu* evi- 
' deiici' di-ido-ed a iiunil)er of ileficiencies in the elFect i veiiess of that 
seciioii: ( 1) the '•fiin<:ihility'' of shared revenia^s fias pcM'inittod rocipi- 
eiits to escape coverafre hV desi^niat in^ t lu^ funds as havin^r heoii use(l 
in pr'o<rraiiis or activities where diseriiniiiation does not: exist ivhile 
de-i^j-naUuL^ the use of (heir own "fr^'cd-iip'' funds in [)r()^ranis or 
activities which are (hscriminat ory ; ('i) the Office of Kevenup Sliar- 
iiiir :iud the Sc-cretary of the TroasuiT have inadoquat(dy enforced the 
ant i-di-ci'iitiinat ion ])rovision hy failing to process citix<Mi cpniplaints 
edifii'ijt ly. to condnct adoqiiat'e compliance reviews, to monitor com- 

' S.«'. <•;:.. / S'. r. r{ty of Chicago ,\{):\ K, Siipp. 320 (N.D. Ml.), aff'd 525 V. 2(1 OJJ.") (7th 
Clr. IHT.". I. 

- 7/<r rt» i7 f^iijhtA Anpr(ri,^ of doncrnl Reienite Shariuff, Nov. 197,"), the findings of which 
art' in]'>pt<'<l nml Incorpitrntod by referonct*. 

(<)7) 1 
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])lijUH'(» ngn'diHMits, and (o tako any administi'ativo. action to suspend, 
trrmiiiat(», or seek ropaynuMiL of fi'inds;-^ (3) tlio Dci)ai'tjnonL of Jus- 
Li(T has failcd'to meet its rVsixmsibil it ics uiukv tlic Act, includnig its 
gcMioral authority to monitor the eomi)liance pro<;ran\ of the Ollice oi 
lUnenue Sharing; and (4) tlio private remedies under the Act are 
•insufiicierit, especially the hick ot a provision allowing the award ol 
attorney l'ee,s to i)revailiiig private liti^rnnts and the lack of coniplain- 
ant involvement in complaint processing. 
^ III light .o^this evitlence, the Conimitt-ce determined that Section 
V2'2 should l)(i amended to strengthen the non-dit^crimina( i(jn provi- 
sions.' 'V\\v. j;)urposes of tli(» revision are to inif)rove (mforeement at the 
Federal lev(d, to provide better ce^)rdinHti()n among federal, state, and 
local civil rights agencies, to insure that ruri])ients will not i)0 subject 
lo conflicting enforcement standards, and \n increases the participati'on 
V of citizen-com])lainaiits in the eirfon-ement process. With these goals 
in mind, the (;()inmi((»e atlo()ted tJie following changes in Section 122. 

^ ^ 11. A iDrjuhnrnffi 

1. fS(v/^r of cf/of'. -Thi' ])resent law prohibits discriminat ion on 
the basis of rfice; color, national origin, or sex in 'any ])rograin or ac- 
tivity funded ,in whol(» or in ])art by shared rev(MUies. Th^^revised 
sectioinvould add nire,"^ h!indica])ped status,^ and religion as proscribed 
gi'ounds for eX(du^if)n.*^ Hecause of the fungible nature of sluired rev- 

'8ino.p tho pnBsnpe nf tlip Art, tlio Sncrntnry lins novor stiRppridfHl Hhnrrd rovcniioH fer n 
flvil ^'I^hts violation, lOvon whon thn Socrotnry lind r>vl(lnncn of «iicli a violation In ( hlrnud. 
'lie stlU rr»fuH<Ml to HUMprnrl fiJiidH nrittl nrderrnl tn do ho hy tho fpdornl ooiirt. S«'(> f S c. 
Citt/ of ChUntjo, Hupra. Thn Sfcn'Jnry linH Knfipvndnd fundB Uir other vIolatloiiH (if the Act. 
Biic'h HH a r»'rrnlf»nt'H fjullurp to fllo n IMnnnod 1:h(> Roport. * . , 

*Tn rrvlKlni; RrrtIo*i 122 and adding SnPtlons 124 and 12r>, tho rommlttoo acloptod an 
arnondmr-nt nffored by Mr. Drinan (aa airionded by Mh. .Iprdan) to S(?ctlou U of U.K. 16MU. 
Thf tin/tl hink'unKe tfacka tho Diinan flnfondrnont in rolovant part. 

<" ThlH provision Ih HlniUar to tho prOvlslooH of the Ape nUcrlnilnatlon Aot of MI7.», I nat 
Act prohlhlta '•ii n rouKonablo" ago dlfiorimlnntlon In OrojrrainH and activities rooolvln;; 
(•Vdoral nnanclul aaslstanoo. Including revontie sharing funds. The Tommlttoo Intonds that 
Its arnendniont to th« Rovonue Hliarlnp Act he conHldfc'rod a 8« para to and Indepondont 
htntutory rl^ht that npo dUcrirnlnatlon not bo praetlC(>d hy govornmonta fecelvlnK rovonno 
sharing Vondfi. It Ih Important that the Coinmlttoo.amendmont he interpreted In this rnan- 
« ner. rather than be viewed ntrictly an an ondorHoraent of the ConRroBH* actions In the 1H7.) 
A«e niNrrlmlnatlon Act. Unlike tho 1075 Act, the Committee blU would prolilblt ago 
discrimination in *all aotlvllloB or prograniH of revenue sharing recipients, ratlior than 
merely In those program.s and actlvltloH receiving revenue Rbafing nindH. Ah Indicated 
ahove, the f'ornmittee atlopted this approacli In Its hill becauso of the 8oriou« problem of 
the fiingihlllty of funds. AIbo. unlike the 1075 Act, the Committee measure establlBhoM 
more (totalled and automatic BURponslon and termination procedures, and does not delay 
effoctiveuesH of the provision until January 1. 1079. Because of these significHnt dlfltinr- 
tlons. in termR of the broadness of the prohibition and the remedies provided, It is Impera- 
tive that the Committee hill not i)e subject to a limited or narrow interpretation based on 
the n»7r. Age l^Iserlmlnatlon Aet. Rather, the Committee bill and the 1975 legislation arw 
to be vlewnd as independnet yet complementary measures, Both seek to Insure tl)[e elimina- 
tion of nnreasonai)le age discrimination which Is fi^derally financed, but they nevertheless 
establish dI(T»>rr*nt approaches to the overall prohibition as well as to th(K<J'nrorcoment 
rnorhanisni. The Coninjlttee Intends that through cooperation agreements (d\#UMK«'d iier»'- 
hiafter) the various I^epartmcTits responsible for enforcoraent under the two laws' will 
eo(irdlr\ate, to the greateiit extent possible, those enforcement efforts. 

"The Architectural Barriers Aet of lOflft requires that all Federal buildings and feder- 
ally HKsixted projects be barrier-free for purposes of achieving accessibility to the' liandl- 
-apped. The Committee Intends that its broadening of the nondiscrimination prohibition 
to protect the handicapped be similarly Interpreted to forbid recipient governments from 
eon^trueting buildings and other facilities which do not have special accommodations for 
the handicapped. 

"The revision specifies that the general prohibitions i)e Interpreted in accordance with 
rerlaln existing antlMliscrimlnatlon "'laws so that unforralty Is achieved, and that current 
' standards at least are applied, See Origpa v, Duke Power Co,, 401 U.S. 424 (1971 ) : fjou r. 
\irhol.>i, 414 r,a. no.H flor-O : mila r. aauirenuj!, 44 U.S.UW, 4480 (U.S. April 20. 1070) : 
//fiM-AifM r. Town of Shaw, 4fll F, 2d 1171 (5th CIr, 1972) ; Gregory r. Litton fif/Htemn, 
Inc., 472 F. 2d Om (9th Clr. 1972) : Bre'nnan v. J. M. Fieldn, Inc., 4H8 F. 2d 44^'^ (51 h Clr. 
I97:U. rrrt, flenied, 419 U.S, 881 (1974) ; U,8. v. City of Black 'Jack, 508 F. 2d 1170 {8tlli 
Clr. 1074). rcrt. (trnicd, 422 T'.S. 1042 (1975); Jlodnnon r, FirHf Federal Hnvlngn ami 
Loan A/fiiorintion of Broward County. 455 F. 2d 818 (5th Clr. 1972) ; auid A damn r. Rirh- 
nt daon. 480 F, 2d 1159 (D.C. Clr. 197:M, 
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cnucs. t!i(' nwii'ihliiKMit rcnioscs llx' rc-t i ifl if mi iiriiillii;^ tlx* imii- 

(li-cr^minnt inn pro-v'^i'-ion to pro^^ra iii^ cr ni't 'n itics "[iindi'd in w liolc 
or ill p'irt" |)\' slmt't'il rrscmic-. rmlcr (lie aiiirndiiiciil. it is prr-imicd 
t!int hII ai't iyil ii'S of II n-cipiciit arc I'iiihIimI with sliarrd rcMMiiu's. 

'riici'r 111^' Ix' ri I'ciiinsI aiiccs. 'lio\\('\-('r rarr. when a rrcipinit may 
}•(' :d»lc t<.> de'iiioM-t I'atc. coiitiarv to llic i-jri'-^iiiii^pt ion. (hat ^hurcd rcv- 
cnui'-^ wrrc not iisr-d in tlic pro«:rani or acti\ ily In wliirli tlu' allr;rt'd 
(jisrrnnMial ion orciirr('(|. Tin' rcs kscd Seel ion 1:!'^ ;:iv('s surli a recipient ' 
the fippoiM nnit y lo make (hat >lio\\in':. In \'ii'\v of the I'nn^rihility 
prohh-m antl tlie "-jjcciai danirei* of deccj)tion" ' inherent in ucconnt^- 
infr j'oi" tlie cNpcnditni'c (d' shared i*c\-cnni's in special.- proLTiniMs or 
ac(i\i(ies. the exception rernii-i'es a "cK'iir and con vlnciiiir" standard 
of pr(M d". <j 

'2. I. nfnrcrnu'iif ///rr /i(f>^n'sni. The cnrn nt hi w connnil^ l*\Mleral en- 
{'(U'-ement to I lie tola! diMTctlon oi' the Secretary of tlie Ti'ea.-nry mid 
t!»e Attorney (ieneral. In li^ht of the liearini: record denuuist rat in<x' 
tic nn willin^'-Mcs- to exerci'^c t liat disc ret ion to secure (he ritrhts vindei* 
Sc'lnni I*-!-!, the re\iM'i| section pro\-ides u more t'ertain enl'orc'ement 
-i le'iiie. It a'so seeks to iniprt)\'e, coordinution anion*^^ I'ederid. stnto, 
inid loca I ciyi 1 ri;rht ae-encies. ^ 

(a) Secretary fd' the Ti-en-nry: 'I'he central featnt'eof the, re\i^ion 
i- a lri<fi:cr nnM-hani^n which determine^' when the Se('relary will 
heij-in compliJincc proc(>pdinL''s hy'^endintr appropi'iat(» notice^ to tin* 
lion cunipU inir re-'ipienfs. Such not ilicat ion ^w ill \)c t ri^r^'-ei'cd nndo.i- ^ 
Iwn ci !'cii Mist an( I'S : (I) wheiN^a i'ederal or -tale c(>nrf oi" adminislra- 
1 ' \ airenc\ . a ftei' not ice ant I oppoi't niut y to he heard, makes a lindlnj^ 
(d* cli'^-'iaminat ion {on the hasis of race. cnli)i\ re|ii:i(»n. s^vx. national 
"i"'L''iii. aire, or handiciipped statns):'' and {'2) wlien the S(»cre(ary. 
after all'ordinir the recipi{'nt an oppoi't unity to nudve a (JocnnuMUary 
-nhmi^^ioM. makes an initial deiermin:d ion of noncompliance hfised on 
h;- own in\ cst itrat iorr 

After not ihcat i(Hi. the reciplcnf has 00 days lo end tlu' di-crimina- . 
t inn and take w!iate\"er allirmati\*e sli'fis aie necessary (o con,ff>i-in its 
practices to the hiw. If (he r(M'ipient Judicwes It has uot \ iolated Sec- 
tion 1'-!'-!. it nijiv re.<|ue-t jx he!irin;ron the mei'it-^ which the Secretary 
is required tfi initiate (hul not ne<'e.--a ri ly coniplete) within ''0 days 
td' the i*e(|nesl: At that licMriu;/ tlu* recipient may rai'-e unv (Ufense 
a \ nilahle under hi w. inch id in/:: the con I en t ion that (he shared re\ejnies , 
Were not u-ed in the j)r(ie'r;iin oi- aeti\i(y in which tlu* allee-ed dis- 
i ri m i na ( ion octai rred. 

Ill ad\ane of (he hi»arinfr on (he MKM'its, (he recipient may also re- 
(|iM's( a preliminary hearin<r licd'ore an administ rat i\'e law jnd;Lrt' when 
(he uf 't ifica.t i(ui to the I'ccipienl is hased on the Secretary's inidal de- 
(ei'mina(ion of noii-compruuu'(\'* Such a prcdiininary hearin^r nuist he 

• M«'<N»rmlrk, On Fvi'lft\r<^ (1072) nt 709. 

■^orillnnrUv tlm rrwnplnlnnnt or thn oihor nporn'.v wUI Jirlne hucIi findings' to th^ nftcn- 
Ki.ri nf till' Spr'rot»rv. I'ndor tho rovlslon. howcvrr. t I>n> Hoorr'tn ry nlso luis iin nHlrrnntivp 
It inn fn nn'fivrT rlKfrlminntlnn nmMnu'H thnt nro publinhoii In inw rcp'^rtiTs. Ipcnl 
'i-nrfinN ti»'x\ spnit'-r^ mtuI oflior |u<Ml<MUlf>ns. nrul to lioein fho i-nrnplljinoo prfH-cjiH nn hU 
<«v It ir>mntivi« If r''f'li>l(iiK hswc not. liv tlu> pffcci Ivi- dnlo of tln'so nnunulnu'ti 1 1. nurrfctPil ~ 
i-fu t u-i-M jtlfudv rn»iTHl t(. lip (IlHrrlrnlnMtory. tlip Socrf^lnry \» I'xpi'cti'd to hcu'in compllnnff 
prir-i'iMli jiL"* l)v n'dirvine ^ii»'h |iiri^<Ii('t inii« nf tliolr non (•ornt"lln'nf"p «tnttis 

■' W'hi-n nut IMt'.M i«in h t ri L').'"rf'(l bv n fUnllntr of n K(*ilf'ri\l or wtntr rtmrt nr n'lmlnl'** rn ti vp ^ 
ntr<'Hi V tlii-fi' no n[ <''l for viit-li n prolitnlnnry lM'nrl(tL' hr'f'Htis*' \hr rccipliMit li/i'j' i\l n-ntly 
I «i*n Mffor.li'ij :iti opp' irt iinl I y on tin* tiirrlt'^. , 
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VcMjuostod within lU) diiys of \\w not ilirjit ion of non-coniprntnco nnd' 
HiiM l-w roni[)l(;t(Ml within \ DO (hiy ^'^rac^v" i)(»rio(L If (ho rccipicMit 
cIoirVu).Htrato.s tl'iat it is lilu^ly to pivvail on tho nuM'its at a snl)sc(iucnt ^ 
full hearing, tho adniinistrnt i jnd^c is aut horizod to onlor a doic»rral 
of a fimd susf)(»nsion whicJi woidd ()th(M'vvis('. automatically (xrur .at 
^tluM'onc.lubion of t ha 90 day^ if couiplinnco- h not arhicvodJ'^ 

At tlio o.nd of tho. 1)0 days, tlio i)ayuiont of shared rovo.nucs is auto- 
matically 'SuspojuhHl if a coinplianco. a^n'(»(un(Mit has not bocn si^nu»(l, 
■ or if compliance itself has not Ixvui achicvCMl, or if an aduuhist rat i ve . 
.judpo has not (uitcrod an a[)propri{il(^ or(l(M\'^ Tho s\isponsion t h(»n 
• remains in oliVct for a i>oriod of li:!0 days, or days after the conelu- 
sion of a hearing on tho m(»rits. Within that perio(l of time, the. Secre- 
tary is ohli/ratod to mak(». a hnal detei-nunation of compliance or non- 
(H)inpliance. If InsufficiiMit (»vi(lonce of non'oompliatu'e'is j)rosontO(l to 
the^ Secretary, then tlu» !^usp(»nsion is lifted and fund i>ayinents resume. 
If non-(*-omi*)linnce is. found, the funds ar(» terniinatecL the Attorney 
Cionoral is notified, and the Sevretavy has the additional option of seek- 
ing i'(»paym(Mit of K(»d(»ral fnonios previously paid under the Act.'^ 
Aft<*rJi»rininatiou, I la; funds due that ^xovcu'nnuuit would be n^turned 
to tho general tr(»asury. Such g()V(*rnnielit. eould, of course, seek r(»in- 
statemont into the progra'm if it ai-hicvod full comi)lia!U'e with the Act. 

(l)) Attorney (Jen(M;al: Tnchu* f)resont law, tho Attorney (lonoral fs^ 
authorized to irnrtit(» legal action aguin.^t any recipient *which is en- 
gaged in a'^'[>^atforn or practice"' of diserimijuition m violation of the 
Aet.'** That authority is continuiul under tho revision. The Attoi'uey 
(f(Mi(U*)d is given (»xpross authority -to s(»(»k suspension; t(M-mi!Uition, or 
. r(»pa.yinent. of shar(»(l r(»veuues, allowing tluv Attorney (JoneralJo 
achieve in co\irt what t ho Secretary may do admin ist rat ivoly.** 

T)io amended section ^r(»s the Attorney (leuoral added rosi)onsil>ilit y ^ 
to monitor th(» civil rights compliance act iv it ios of t lu^'C )trico of Kov(Miue> ^ 
Sharing at Treasury. Tudor Kxecutive Order 1 ITIU, the Attorney (^(mi- ' 
ei-al already exercises that authority witK respect to all other Federal 
ageijci(»s wiiich (lis[)euso Federjil fi'inds, iiu'ludiug the proscription ()( 
appropriate ''standards and pi*ri(Tdures regarding the implom(Mitati()U 
of title VI.'' Because Trea.^ury has taken the i)osit ioir t hat revenue 
sharing is not a title* \\ program, il is necessary to, codify tho prin- 

••'IMiP proUmlnnrv nilml niHt rn t i vo honrinK lf< nltln to n jiidlHiU honrinc for n prelim I ni» ry^ <\ 
InJiiiirtJnn nnd tho siuno Ht.an'lnrfl« for fihtninlnir Hiich prcUniltinry rololof nro to npply. SW» K 
Chtttir. V nnnrd of rirujJiinerH, ATiR K. 2H 11 r,7 (2a Clr. U)T2). - / 

H '1 he miHnAnHlfiii of funHft npplloH only to a local po\'ornin(Mit wlilrh Ik tho mibj^ot of 
tho norinmt IfMi frf^m tho Sofrotnry. 'riif pnyincnt of fiitida to othor vornniPutH In tho 
Stato <ir tho Stnto ItKt'lf romniriH lUKifTcctod. 

1- Whothcr nM>Jivrnont wonhl ho soimht by tho S<*rrrfnrv woulfl dopond on tho fncts of 
4'rt4'li oJiHO. I ruhtiihtOflly rcpnvrnoiit would ho nnproprMUo whoro tho violii t toir»lfi pn rt Iniln riy 
oKro^rloUH f)r tho rooit)lont rocaloit rnnt. In nddltloti. ^'horo tho inonoy lins nlroady hoori nsod 
t(t hnlld a'faoiUty which, for oxnniplo, sorvos only ono rncliU 'j^roiip or fnils tf) provide ndo- 
(pnit«b.ar^riUiKomoritH for tho liii ndloappod. n drmntul for ropayinont. would he jiiHtUled If tUe 
liK-nthoi nr rh'.slKn of tho atrncturc oonld tiot he anproprlatoly altorod. 

I-'' Tho wordH "piiftorn or prnctloo*' nro Ititondod to havo tho snmo nionnlnj? oach of tho 
throo tlmoH thov npponr In tho rovlxod hoc t Ion nnd nro "not Intondod to ho osotorlr wnnly vif 
nrt " r.N. V. \VeHt rmchtrve Tenth Cnrp.^AWl R 2d 221. 227 (5th Clr. IUTI). W»»Uo 
• •rnhrnojnjr Ht)mothinK nioro thnn an Isoliitod or HccldontiU InKtnnro of dlwcrlmlnatioo. tlio 
"ninnhor of (vlrtlniK) actually tijri):Od away or dlHCrlmlnat od nj^alnst Ih not dotorinlnatlvo." 
Ihid Althouph a claas action would always be n "yattern ,«or practice." sornetUliifi lens than 
a clasH Hult would niRo (pmUfy. 

>• SInro tho Socrofnry initst «unpond rovonne Rhnrlnjj funds on tho 4r)th day nftor tho 
Attr»rnov (Jonorpl files a law Hult. I ho rotnody of KUKpouHlon ordinarily will not be aeoddl In 
HUi'h lltU'ntlon. if, however, n recipient oh'talnw a preliminary Injunction aj^alnst Kuspon- 
Nif»n within ihosV 45 days, tho Attorni'y Goneral mU'Iit later consider It npi)roi)rlate to 
Reek MUsponRion by movlnp to dl.ssolve the ln}linctIon, 
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(•il)l('s<>f K\(M Utiv(» OrdiT 117f;i for ivvcnur slia rin/i-'purposrs. Tims, 
tlu' niniMHl('(l Soclioii I'J'i would (ho Attoniov (JcnoraK anion^r ^ 

(}{]wv tliin^^s, to n])[)r()VO ('()!n])l iaiici.? u^nxM^TiUMils for llio i)U!']H)S(i ()f 
insuriu^^ imitonnity ot* Fodoral staivdards. This is inlciidrd lo InMiclit 
|)()tli ('()m])hii«iuuits and ro('i]>i(Mits. 

The aintMulod Sort ion 122 rnakos additional jn'ovision foi; coordi- 
nating^ tlio cnfonuMniMit cilortsof lh(' Socfotary ancUho Attorney (Jon- 
(►ral. In tho !'(ivisod stM-tion, tho S(M'rotarv is ro<|uiro(l to suspcMid pay- 
nirnt of sharccl rov(Miuos IT) days aftor tho (ilin^r of a ''])attorn or ])rao- 
tircV suit by iho Attorney (loiuM'al a'^niinst a recipiont/riio niitomatic 
susi)Vnsion o])('ratos whothor or not tho ('oin])laint s])ocifiraUy allo^^os 
ji'^rtylT^t^ of S(H'ti()n 122. Tho roci])iont, hosvovor, alwaysMias the , 
i|jfm./^thin the fir^st- 4ri days after filing, to obtain a y)rolinunary 
TnjuiiVti()ii^agiiinst the sus])eiisi()n of funds by jjroving, bv clear and 
('()iiviiWi4ig evi(I(Mie(\ that th(» ])rograin or aeiivity alleged to be dis- 
n-iininatoH; does not utilize, shared f-evenues. Tlu' (\)ninut tee fntends 
that, this ]ir)[dirninary deternrinat ion, if sought by a re('i])ient, is to be 
made exclusively by'the eourt.. The. Sec ivt^iry's role und<'r this section 
^ is ])iH-el V ministerial. 

;;. Citizen rnnrfl/es, — T'nder th(» revenue sharing statute and other 
antidiscrimination laws, ])rivate cit iz^^ns or organi/at ions representing 
tlieir interests, may sue the Ti'^ute(l States or any reci])ient for using 
shared revenues iii a disor.iminatory fashion.^*'' Iliose I'ights are con- 
tinued under the revisi'd Section 122. A new Section 125 of the Act 
authori/.os courts (o award attorney fees in citizen hnv suits and au- 
thorizes the. Attorney (i(Mioral to i>iiervene when it is a ca.se of general^ 
public importance. 

As noted 'earliei-. tho healing record also di.sclo.ses, .serious short - 
coiuings at the ()lli(^e of Kevemie Sharing iri proeessing complaints ot* - 
{|i8crirnimiti()n and monitoring com])liance. ^ new section 124 would 
c{)rrect some of that nuihidminist rati(m bv r^{iuiring tlic promulga- 
tion of^regidat ions re(iuiring strict time tables for complaint investiga- 
tiou and coni])liance ivviews. In addition, tlu^ Secretary, at least 15- 
(txys before the ofTectivb date of any compliance agreement, would bo 
re([i>i<ed to forward a co.])y to the complainant for examination. The 
SeeretaVy w.ould also be requii'cd to forward co])ies of compliance 
reportf^ withirj days after recei])t.. • ^ 

J. /}ifrr-(ff/rnri/ rooprraf ion- rrf/rerniriif.^. — To achieve' -great^^r efTi- 
ciency in onfoirenuMU. the bill requires the Secretary to enter into 
cooperation agreements "with a])propriate Federal, State, and local 
ageiu^M'.s. Such agreements must detail the cooperative efforts to Ix^ 
undorttrken. including the. sharing of resources and ])ersonnel. They 
would also iiudude procedures for notifying the Secretary whenever 
findings of (lis{'riuunat ion are made or, in the case of the Attorney 
(MMU'Val, wdionever a i)attorn or prai^tice suit is filed against a recipient. 
H(d'ore ai)proving su(di agreement.^, the Secretary mu.st be satisfied 
'that tho effective j^ai-ticipation in snch a cooperative arrangement, 

:k Judicial 7ywv>//\— If a recii)ient is aggrieved by a final deter- 
mimition of tliQ Secretary under Section 122. judicial reViemmay be 
sought pursmint to existing Section \ V.){v.) of the Act. In accordance 

Sec illscuvsioii of SfM^ltin 12n, infra. * « 
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with the settled r\ili', in ii(lnr)!iislrativeq)racticc, only filial jiulgiiu'iits 
arc appealable, 

Section 12^ : Citizen Cvm plaints and Compliance Revieics 

The hearing record disclosed seriqiLs deficiencies in the procedures 
>()f the Oflice oi Revenue S,haFing for pmo^essint; cit izen complaints and 
conducting compliance reviews. Thche deficiencieH ap[^ied to a whole 
range of citixen complaint.^ not only those involving allegations of 
discrimination. Similar ilelicieiunes were uncovered res[)ectiffg the 
OHS' condiVt of compliurtce reviews to insure that the [a-ovisiOns of 
' thc^ Act are followed. A new section 124 would' correct inuch'of thi3 
maladministration by reciuiring the Secretary, hy March 31, 19TT, to 
promulgate rules and regulations establi.shing procedures ajul time- 
'tablets to }>rocesb citizen complaint.s.and undertake compliance reviews. 

Section 12f) : Vrivate Civil Actions - 

i'nder the pre.sent Act, bat,h ^Federal and state courts liave recog- 
nized the right of citizens to bring civil actions against the United 
States ot^ recipient governments to remedy violations of the statute.'*^. 
Tliat right of action is continued under this bill.'^ A now Action 125 
is abided however to authorize the couits to award/ attorney fees to 
prevailing plaintiffs so that access to the courts is, meaningfuh'^ In 
Ah/eska ripelins Servich Corp. y. The Wildeimess Society^ 421 U.S., 
240 ( 1975) , the S'upremeVCourt held that counsel foes cannot ordinarily 
|)e awaVded without express congressional authorization. Therefore if 
citizens are to recover their attorney fees, this sectioQ is essential.^^ 

It is exf^H'ted that the court will apply^the attorney fee provision 
in aceordahee with applicable Su])rame Court und lower federal court 
standards. See Ncwm-<in v. Piggic Park Ii ntcrprines. Inc. 390 I'.S. 400 
( HK'iB) ; BrndJey v. SrhooV Board of the CUij o( Pichmond, 41() JI.S. 
()96 (1074); Parham v. SoufJurcHfcm Pelf Tele phone Co. 433 F.2d 
4'21 (Hth (^iV. 1970) ; Lra v. Coiw Mills Corp., 438 F.2d 80 (4th (.ir. 
1971) ; and Aspira of Nor y'ork. Inc. v. Board of Education of the 
Cifyof Xeir }'^)rZ^ (m F.IM). r)41 (S.D.N. Y. 1975). 

Furthermore, Section 1*25 would nuthoi-ize the Attorney General, 
as a matter of right, to intervene in any private action brought '4o 
enforce compliniifT- with anv, ])rovision of this Act."" See 42 U.S.('. 
2000h-2; Spanghr v. J'nitiu] States, 415 F.2d. 1242 (9th (^ir. 1909). 



'« S<»o. p u' . Mnthrim v. Mni^ifrilt .'i:>« F. Snpp. 201 (N T). On. 1073); T'.FI, v. Citf/ of 
Chintffo. ;tnr> R Supp. a::0 (N.n. nt.). nff'd n2.'> F. 2(I «05 (7tli (Mr. IOTT)) : Mnrkev V. 
MrfU)nt\t(\, Ark. 078. .504 8.W. 2d 72(1 (Ark. Sun. Ct. 1074) ; Yovetirh \ McCllntock, 

- .Mont, . r>2r^ p. 2(1 090 (Mont. Sun. C't. 1974) ; Schrcibcr v. Lupar, nlfl F. 2(1 1000 

(TUi <'lr. 1!>75). To thn oxtrnt the RohreCbcr cnso bnra prlvnte aultB In Federal court' for 
JunKfHrtlonnl ronnonH, It Is dlHnpproved. 

During conHldorjitlon of IT.tt. 1^3(^7, tlip CommUtpp Ptruck jin mipprfluoiiR nnd unnpcps- 
Kory b«nKii«K'' n»ffnrdinff "Htnndlnj?" and "reUcf" In prtvnte rlvll nrtlonH. CourtH alrpady 
rprotful/.o {ho rl^lit of citlxcnfi to auo for vloIntlonH (if the Act nnd to obtnin ft*ppronriutfl 
rf'Hi'f. lin luflInK HUHoonsInn. tprmlnatlon, or rppnyinpnt of fundH. V.R. v. City of CHucnoo. 
>tiuprfi. Tlip Comnilttpe uIho struck langungo requiring the exhaustion of admtnlBtrntlve 
nMiipfTlpfi hpforo private suits can bo brought, , 

Allowinn: nttornpy fees only to prpvnillng plalntirfs trarka cprtaln provlfilonR of PxiRtlni? 
law. Sep IT) U.8.C. 15 j 29 U.S.C. 210(h); 45 U.S.C. 153(p); 47 U.8.C. 200: 49 U.S.C. 
10(2) : IS IJ.S.C. 1904(c). 

'"Since the United States wUl undoubtedly be aj defendant from timp to time, the provl- 
Hlon for counsel fees Is Intended as Bpeclflc authorization for sucli fees 'within the meaning 
of 28 l\S.C. 2412. 
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'I*hr Attornov (irncnil must nidify thai IIkm-uh^' ^'is of general public 
iinpoi'tutiro;^ an. I tlu' uppi icji! ion nnust Ix* tin^ly. 

RonERTF. Drinan. ' 
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.JojMsr K. M088. ^ 
1 )/N-ni].B. Fahckli.. ^ 

^^Il.MAM S. MoOIUrEAI). 

Hknjamin S. Rosr^tiial, 
John ( 'oNYKits, Jr. 
\\ya.\.\ S. Anzuo. 

( \\rU)IHH ( 'ol.MNH. 
MlCHAKI, HaIIHINUTON. 
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I)ISSKNT1\(; VIKWS OK IIOX. (iLKNN KXCJr.lSH 

Iiitlu* niont lis t hat the State and l/x-nl-Fiscal Assistance Act Anunid- 
nicnts have been considered by the ( ioVernnient Operations ( onwnit- 
tee, r(»[)eated efforts havq^ snrfarod "to employ Ibe revenuo-sharin^i: con- 
cept, as the vebich* for a* variety of re^dations and restrictions on tbo 
in(le[)endonco of local ^^overrun^ nnits. 

The ori;cinal concept of re\'enne sharing was based on (be reason- 
able belief tbat state and locfil ^o\'errmients, wbicb are nnicb closer 
to tbe citi-y^ens tban tb^' fetK^ral biireaneraey, toidd better (lecid(\ bow 
to lit i I i-/,e tax n» venues most wisely. 

There i.s no just i Ilea t ion whatsoever for the federal strings which 
are now attached to revenue sharing— st rin^ which can only lea.d tp 
^renter feihu-al i ritei>\'en( ion in h)cal a (laired, and greater local def)end- 
ence on the f^ulernl bureaucracy. 

I have watched with irrowin/: alarm as amendment, a ftor jIukmuJ- 
ment was addod to the State and Local Fiscal Assistance Act. 

The Oonnu it tee's bill, as reported,' broadens the federal role in local 
p)vei'rnnents through a stitVer ru)ndis<*rimination so<*tion, a com|)lcx 
M't of cit iy,en pa ri icij)at ion ^ndcl ines, and by a far more, comprehensi v(i 
audit* |)rocedurc. , - 

Hut those amondnuMits, while oxtromolv disturbing in their im|)lica- 
tions for tlf(^ program, do not l)e»:in to odor tfie tlireat to smaller juris- 
dictions which is implicit in Section 0, tlic Rosenthal Amendment. 

This measure, in the woruls of its proponents, ''sets as a pfoal the. 
f)ref)anUion . . . of a plan for modernizing and rovitali/iup: state 
and local government . . . (and) requires each state to- submit . . . 
a r(*por< annually on the state's progress . . Its .sponsors further 
describe it as ''an important fir'BtKtop*' towards increased centnili/.ation 
of governments. 

In t his amendment lien the t brent of extinction for every small nui- 
iiicipal governuKUit in" Aiherica. Although the Kosenthal Amendment 
does not, re(|uire imnu'diate disnuVntling of sniall town go\'ernments, 
it clearly sets consolidation iuid ''ediciency*'* as a" federal goal. 

It is incomprehensible to'ine that this Committee or this Congress 
might accept such a policy — esp(>ciaHy as a section of the revenue 
sharing pi'op'am. 

I have faitl^ in the ability of the citiy,ens of local jurisdictions to 
elect a repreSfMitat i ve .got-ernment wlii(di will use the federal funds jt 
recei\-es in a manner which benefits the community a.8 a whoje. Ihit 
in.-tead of .st rengtlieninef local government, tbe"many a^mendments at- 
tached to the State and I^ocal Fiscal Assistance Act bv flie Committee's 
bill wouJd thvow the door wide open for federal domination of snialler 
comminiitie.s. 

> I b(diovo that IF.R. 133^7 as reported negates the tnist ^vhich the 
CongffsH quite properly |)laced in local governments. Its effect upon 
the.se snmlf governments would be so far-reaching, and so dangerous, 
that I firmly believe it should not^)C passed in its present form. 

Gi.KNN IOngmsii. 
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ADDITKOXAL VIKAVS (W IIOX. VAA^AiYVT IT. I.KVrj'AS 
(CONCURRED IN liY HON. L. II. FOl. NTA IN, HON. I>()N 
VUQUA, Ht)N. RICHARDSON PREVK'R, . HON. FRANK 
* NORTON, HON. .JOHN N. ERLENBORN, HON. (M..VRKNCK 
J. BROWN, HON. PAUL N. McCEOSKEV, .JR., HON. SAM 
STEIGKR, HON. (lARRY BROWN, HON. ( HAIM.ES 
THONE, JION. ALAN STEELMAN, HON. EDWIN B. 
FORSYTHE, HON. ROBERT W. K AS TEN, JR., AND HON. 
WH.LI8 D. (tRADIbON, JR.) 

We suppoit the continuation of ttic State and Loral Fisral Assist- 
aiico Art, better known as the 'Uiencral Revenue Sharing'' prograrii. 
Tlie bill r(.'{)ore(I by this Coniinittee makes" many signifieatit improve- 
ments in the pro^^ram in the areas ol' citizen partielpation, re])orting 
requireitient^s and eliminating ^discrimination. We liave done away 
with the restrictive categories In which revenue sharing- fund.s bad to 
be spent and, by doing so, have more fully implemented the coiH^ept 
on which revenue sharing/ is based, that is, letting S^ate and loeal 
elected officials, who are close to the pe()i)le, have the deci.sion-makiilg 
po^ver to determine the most* effective means for meeting thCir own 
Community needs^ which they know best. 

^ Unfortunately, this (^onunittee lias, in one .most significant in 
Isianre, taken a tifiant step backwards. We refer to the amendnuMit 
offered by (.'ongressman Rosenthal which was a(U>pted, on reconsidera- 
tion, by a one vote margin in Committee and which we strongly oppose. 
It now npears in tlil^ bdl as Section 9. An amendment will be offered 
on tJie floor to strike it. 

The ainendntent requires that each State government prepare and 
develop a ^'master plan'' and "timetable" for **nu)derni/.ing" and **re~ 
vitalizmg" State and local governmenl.s. It f urthej- spel Is the cri- 
teria which the States may use in developing their master plan, and 
requires the subcomniission by thc Seretary of Tn^asury of ampial re- 
j)()i*ts to Congre.ss on their progress/m meeting these goals. The criteria 
mchido, but are not limited to : 
Kasihg the restrictions on the borrowing and taxing powers of local 
•governments; 

r/d)eralizing municipal annexation of unincorporated areas; 
Authorizing city-council consolidation or transfers of specified func- 
tions between nnmicipalities and counties; 

Authorizing municipalities to exercise extraterritorial planning, 
zoning and subdivision control over unincorpbrated areas not subject 
to effective county control ; 

Dev(?Joping minimum State standards for services at the State and 
local level; and 

Reducing the nund)er of local governmcmts too small to i)rdvido 
efficient admiuistfation possessing inadeqfiate fiscal resources. 

(105) ^ V ' 
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Thr liosiMUlinl jinKMHlMicnt is a (l(;;i,lli-(l(M^Jln;< hlow lo f 1h» wliolo roii- 
.co\)t i)( }i federal system of ^ajvernnuMit . It <;le}irl,v the*, first stc]) iit 
luttin.tr some biirenuerat in Wiisliinirton* impos(» his i(loiisof '''rDoclorn']^^ 
jiiul -revitiili/etrMoeal and Stafe p)vernm(Mit an th(» 50 Stut4?.s*and the^ 
.*^7.^^^n l()ear^^ov(»rnments*a<'ross (he nat ion. " - 

The amendinoiit. is (leserirr)e(l as ''])ernussive" in natiin*. hut it^s pro- 
ponents further call it '\ . . ivn im])ortant first ste])/' A first slop is 
'neressarily followed hy a s<'eoiwl step, and then nurre st(»ps until we 
reach a junetion in 'the road which this Couunittee, in reporting rc- 
en,aetnuMU (ft general reveruu^ 'sharinir. nover intended to fpllow. In 
this ^Mirst** step we iwi^' admonishuKj tlie State and l<>ral ^^overnnu^nt's. 
Will our next ste^) he to rfffuirc them, and then to nrf mivister a rnod- 
(M;n,ization and rev^ali/.at^ion jdan stamixMl out by Wa.^hin^oii/ Will 
tlia (list rihut ion of revenue sharing funds be tied to (he efTorta j/f State 
and loeal ^rovornHIeIU^ to ronvply with tl;o master plan ? 

Jf^'the federal *fro\'(M'tmu»nt' its(d f, after* all, tlie iriodel of /eljiriency 
and ino(lerni'/JitW)n that we a^-e asking of State and loral ji^ovoi^ments 
through this amendment ? PerUaps we should apply the Aritoria ^et 
forth in the Rosenthal amendment to ourselves first before we point _a 
fin^xer. allxut advisory, i\l oui' State and Igeal ^overnnmitHC ^^PhyHioiaJi, 
heal thyself." . ' \ ' . ^ >-/■ , / ' 

Som(» of th{» r!'i(eria srtt foi1h in this anumdmenl, siwdi as improve 
']\\fX local tax bas(*s. authofriziujir int(u''^ov(^rnm(*ntjd eont hirts, etc., may 
be worthy of eou^'-idei'al iqn and desirable (uuls in and/of theniselv'es. 
ITow(*vJer, (*a('h of these may he desirable, only 'if ihitiat'x^d by the 
Sta-te and loeal ^o\'(M'nuu'nt in this (*oiintr\v U*hat is jin improv(»nH»nt 
for th(*m in mod(M'ni/in^ their ^o.vornment al strurt/ure. If the (Con- 
stituents of th(*se Stnte-> and local jurisdiction's don't liko the/ way 
thin^rs ar(* i*un.d(»t 1 hem send i hv messa^o. 

, 'I'he <r<'ncra 1 *re\'(Miue ''^hariujir' pro<j:ram is not tlu^ profHT \'(dne1e (o 
implant ev(u'y ^^^•mbe^'*'^ i<hMis of what is im^nv(Ml h)<';d <^''o\'ernment . 
In April. last year, the (huu^ral Accounting OfTice issued a n^port 
which concluded tha't the. jrencTal i'^\'enu(^ sharing f)i*oirrMm was ndt 
the vehi(d(» to bi*nifr about or rvvu CMicour-a^re "mo(;](M*ni/,at ion" of lo- 
{•al jro\ crnmenls. In the ai>]tendi\ to ihnt.OAO repoH, entitled "K(»v- 
enu(* Slnrinir and Local ( Jovermuenf''Mod(M*ni/,a( ion/' Darnel J. Kla- 
. 7.ar of tlu» Centei' foi* the SduK' i)[ T^^der'al ism' at ';r(»mi)le Kruversitv 
?^t:it(-: ' * ^ ^ 

. it \vouldd)(» hot h infeasil>le and inappi-opr'iafe lo aonend 
the K(»venu(» Shar'intr Act to pr*ovr< Ic ijnlucements for mod(^'n- 
*iz;ition. In pni"f, thi< i> beraiiM* it is uiu'l('")ir pr'ei'isely what 
mo(l(M"ni/a1 i(Ui in\"olves these da vs. Hc^vond tluit^the political 
and admiiu^t r-af ive< ]>roblems of e-tablishintr ji sin<rle feder- 
allv (Uiforci'able ])altern ar'(* euonnouji find lik(dy to be roiui- 
fei'-pi-oduct ive. Moreover, t h(^ valiK* jiidpiients that^must bo, 
mad(* lM'for(» such a plan could be, (Miacted into le^ishitian are 
very j.ri"cat indecMl. One of tho iri-eat values of federiilism is the 
possibility it oilers for* divei'sitv and experimrntation. Both 
exi^t ill irreal measiuv in the f''nit(Ml vStates today and any 
actions that miirht I'cduce eitlx^r desei'V^ lon^A and cai'eful 
considei'at ioi;. Finally, con^^r'essional a(*tioif to attach serions 
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condit inns In ^^'nriji 1 rcN'cmic ^Im riu^ft would \)y nwy iindn rds 
^ Ix" ;i,!')ulicnl d(M)arlMi'(» i'vi)]\\ ori^dnnl i)i'ciuis{»s of tho r'(»\'- 
ciUK* sliiirin^ i(l(»M.}iud would rliaii^rr llKM-luiriicIci' of r(»voiiue 
vluiriii^ l)OVO!ul rcro^rnition. 

Our system of ^»o\ci'niiK'nl N a f(Ml(Mid M'slfMii. Tlip sljilos and 
tlioir siilKlivisipns nvv part of that hV^tMii. 'I'liis Kohrnthul aniendiiKMit 
clrarls a ikmv coui'sc in \\io fcdrral-statc^doraj- ndat iohsliip. If tho 
Rosontlial amondiiuMil is not (|(dol(H|, wo wiirund(M-niiiio tlio oiitirc 
ConsKitHtionnl coMccpt of f(Ml(M*a1ism. The Kos^'iithal ainen(h!ient is 
at host a (hingorous pm*C(l(Mit. 

Sonio local ^ov(ynmontal stinicturos havo hoon in rxistcncft lonp^cf 
tiiiin oven our frderal structure ." Many of thoni opcM'uto with a level 
of reprosontation and a record of acliievonionts deserving of our envy.*' 
Vet the I{()S(Mitha1 anien(hi>#nt su^^ests that lliese p:overn!nents adopt 
iM»w ways of luindiin^^ couununity needs, even though lliey may have 
heen suecessfid ly dealt with for p»ncrat ions. . 

Wo believe in the. iu-ecei)tft on whirli general revenue sharing js 
hased. It is a st rai/rht forward approach \vhi(di reebpnizes tlio ability 
of elected State and hwal /i:o\-ernment ofTicials to identif\Mtnd resolve 
their o^vn ])rol)l^enis. It.restores tux revenues tf> lOcal o^^silS, and ex- 
)resses^)ur confidence in their ability to use these funds wisely. The 
^oseutlial anu»ndinent (Mitk into the trust w^ have affirmed in local 
Officials atitl je.c^pardizes the basix: concept of general revenue sharing.. 

/rhe c()st'f)f' developin^^ u muster plan and the s^ibscMjuent implemen- 
tation of it, diliites the purpose ot these fun<l3,for oonmiunity "serv- 
ices and could in the lon^j: niu excee<rthe amount of total federal 
dollars (lerived. in addition to the lepil threat it po.ses to our Con- 
stitutional fed(M'al system of ^()\'or'unient. ' ^ 

ny adopting an amen(bn(»nt to delete Section 0. tlie'lTouse of Re[)re- 
sentat ivfs 'will iVaflirm its belief in the federal svstein and ils su<l)l)ort 
of thy cou. 'Opt behijitl ^^Mwral h'venuo s^uu■in^^ 1'he dollars that State 
au<l local ^»*f>\'(M*nments' would re^ei\'e c()uld not be worth the* cost of 
convertiii^ our Slatesr into proN'inces and pur local ^r<^V4^rnments into 
a(hninist nit i v(> preciuetsMuoldetb au<l run by a p.owerful central ^rov- 
ernuMMit in AVashin^ton. That would be the end of our fech^ral system. 

P'M.umr J I. "Lkvitas^ 
T., IT. F()rNT.MX. 
Dox F('{ji. ,\. 

J{ I( ' 1 1\ HI )SON I'^rJ. VKH. 

Fkank Ifoirrox. 
John X. KarKNnoux. 
(^,.Mu:N'f*K fJ. Uhown. 
Patt. \. ^fcCr-osKKY, Jr. 
V Sam S'n'ionu. , 
(lAnnv Bkowx. 

ClIARpcS TlION-K. 
A T,A N" StCF,! A N . 
EnWTX B. FORSVTTTK. 

^ IlonEHT W, KaStt:x, Jr. 
Wirj.is D. ^Qradison,. Jr. 
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ADDITIONAL VIEWS OF HON. FRAN Iv IIORTQX, yllOX: 
JOHN"N. J^:ULEXBORX, II()X#J0IIX VC. WYDLKR, HON. 
(CLARENCE J. BR6wX,'II0)N. PAUE.l. ^IcCLOSKEY, JR., 
HON. SAM STKIGER, HON. CHARLES,TH0XE, HON. AEAN 
STEELMAN, HON. JOEL PRITCHARD, ^lON. EIHVIN IV. 
FORSYTHE, RQl^ERT KASTEN, JR., liON. WILLIS lA 
GRADISON, JR., AND HON.. GARRY BROWN 

When the Sfilito anel Local Fiscal Assistance Act of 1072 wae si^,niod- 
into^Jaw, government! olficinls from towns, cities, count i Cv^, ^nd StlU^*}^ ^ 
heVfildect it« enactment as the fiiost sigiiilicant change ill Federal-StfiTe- 
locgfil relati(>ns since the beginning of the New^ejrl. ° • - 

louring the nearly five yeai^s of tlwj program, $30,2 billion has boop 
(l/h-jbuted to ;}0,0P0 unifes<of goverliment. The<^funds made availablQ 
>fm'det' this pt-ograna, :vVi.th a minimum of restriction, have reduced the 
increiising pressure on State.and local govequnent.s' budgets. 

Oil Tlnw-^day, May the Full Governmetit Operntvons Cdm- 
•mittee approved^a bilj touwtend this program fpr 3% y^ears. The pro- 
posal contains some excellent provisioais uicluding an entitlCjUveut 
mecli&nism for: funding revenue sharing .aiTcI a ]6ng-tl?rm. uuthoriza- 
tiort'of yf'J^'i^'S- 

•However, tlie bill also includes sOme provisions which are alien t^o- 
the concept of (leneoil l^levenife Sharing;, burdensome in the require- 
nieYits'they impose qn ^^tate and local goveiTiniehts ; and contrary to 
the structure of a Fe^eri^l system of gov^irnment. ' 

7'7w Rosentlial dxnendment . " r 

^ Central to tTie puri)os('Sj of ©eneral Revenj^e Sharitig,'i3 the goal of 
'pr(>vicfixig fiscal assistance to State and bcal govern nrent^ without" the 
enoiuni)Vnccs^O"f traditional cnCtegoricaT assistance. One fynendment 
approved by Committee , would add a restriction which will iii" 
ovitably leatl to a cohversi^n- of revenue sharing into a burqiiucnitjc 
'nightmUre. /rhis is/the Rosenthal "Modetnizatiqn of Go\'t»rnment 
Ameiulnient.'* . ' C ' I 

The Rosenthal Amemlmon-t wuld have each State government pre- 
^pare and develop a master planVnd tijnetable for modernizing State 
and local government. But t^e nur^ter plan is to be de^jgned accordwig 
to W^ashingtoli-defined goal's as outlined in the subsections'" (c) (d) 
and (eioH he amendment. " ^ , 

The Kosenthal Aipendment also directs tlie Goyernoj-'of eqcli State 
subnii't the proposed master pi ah to the State le^lature, and to 
the chief executive Officer and 4egi^lative body of c^h county govern- 
'ment, township government ^nd other units^*^fJi^al goyorhments. 

The respoHseSM)f' thc\se govenunentV arci to pe conipiled and sub-, 
n lit ted to the S^'effary of 'th^^-TreMSury on an annual basis who in tuini 
is sup^^osedv,K?Ml!)iiut*nl¥-?TiiHtial ':i)ro*gress'' report t6 fheTongn^ss. 

This i.s bureaucratic red tape at its worst. The number of reports^ 

• . * . - " (108) ' ' 



«rciicn\!(Ml l>v tlio Koscntlial AiivMulnuMit will \)]i\co ac/liiional hurdiMiS' 
bu all levels of <r()veiin)ient wVrilOCT [\ny (hMUOiist.rablc bc^nefit. 

The sta'ndanls For luoderni/ut ion establislved in the. amendment in- 
r'hide ^n(^i laudable ^nrals us''. . . substantaally inipro>un<j: the ellectivc-. 
nes.-. eeoiiomv and e<|nity of Slate and loejil gbv^M-nmen-t/' By wliat 
standards are elTeetiveness, ecfinontv and (Hinij^y JTiety^ure<l ? Tbe.stand- 
ards f^)r the desi^fn of Stale aiMl^loral governinents are the provmeo of 
their const i I nencTesr " , " ' . , , • 

^ \\V oppose the t'lvation of another sel f-perpetuatinp; Federal bu- 
reftueraey lo paf;R"jnd^ment on tliese non'^-Federal eonecrn.s. 

liCportinff rcipurnnrnfa ^ , ■ 

The repoi-tin^ re<iuironiewls novt imposed on recipiei^ governments 
\nro a good example of how boih I he Sul)Conimit1x^e and the Full Com^ 
nnttoe haveloaded down the*' program with^equiremcnts without look- 
Zing at. tlie implications^f th*e.se requirements lov tlie govcmmonts that 
must achninist^r the program. .Keporting requirements for any pro- 
gunTiii shonhl be designed to me^t tlie following iice<ls : 

1. do inform eitizens of the e.\[)eeted arrival of revenue sharing 
funds and to ])repare them to particd[)atc' if they so desire in the alio- 
vj\t\im of niese resources^ " ■ . . ' 

To inform the TreasuiV and Congress of how I'ecipient :govern- 
mentsjiave rlioscn I o spend the money ; and ^ 

To f)rf)vide some basis for asceHainin^ whothcrVecipient govern- 
.me.nts have allocated funds in conipliunVo with t^he law. 

Thes^ thrive purposes strongly suggest that the reporting require- 
ineixt^s of the Bill represent the eoWectlon of. kifomatfon for i^ifonna- 
t ion's sal^e. ^ 

Specificallv, it is notr.ne>ce.ssarv. for Congross^or the, Treasury tocoN- 
^ leet Propos(»d Us(i RepoH.s. Aetiial Use Reports are enough'. Prbposod 
Tse lieports serve the important purpose of preparing citizens for par- 
t icipation in tlie local budget i)rocess, but be^.au.se of their tenuous na- 
ture, such reports are of little use to the Federal olpcials. ' • 

l^nl.esss,a cqmpclling purpose ean be identified, why shouhl we 
r(;([l.;ire Fe.deraf einf loyees r-o recei^ve, read, and categorize 39,000 
planned I'se KepoWs ranging in romplexily from a few papo.s' for 
' small localities, lo many volume'<5. for States and largo cities and 
counties. " " t>. . . 

The reqiMrenient of the Bill to automatically .sen?! copies of the 
ActuaVrse Repoit to^ ejtch of the ( Joverrior\s offices is another ^)od 
(\\aniple of iiiuuV'(»ssary repoiting.- /rius provision assumes that all 
'Gov(>rnors wish to receive such reporls and would do «pniething ^ise- 
ful with these reports after they re(^eive them. Such j^vports should bo 
available, to (lovernors only upon request.. - 

The Full C/ommittee^. added an additional and -linn ©oessary record 
' keeping provision that requires all 39,000 reci'pien4(^oveiTLnfient.s to 
identify pai-ticular ilems in their budgets funded by venue sharing. 
The only useful purpose of this provisum is to put recipient govern- 
ments on notice tliat they must strictly accoiint for thc?'6xpenditure of 
thes(^ fundi?,.; " - ^ ' 

'.riTisstrirt n(Tou,'irtingtwould assist n^cipient govei'nments- in counter- 
ing nondi^^'riuHual ioil suits by helping to nuH^t.the requirements of 
elear-and convincing evidenc(»"of the uses chosen for re venue, si ui ring 



funds. Addiiij^r^his rcMiuiroinont to tho hill, however, cc^nflicfs \v?th i)osi- 
tions supposedly taken by hoth'fhe Suheoinmiit^Hi nnd tho Full Com- 
mittee that revenue yharing funds are by\h(»ir very nature fungible. 
Under this view, no amount of aecounting \/ill lielp to separaje. sharing 
funds from other ta.\ revenues. 'As a 'Consecpience, the teciuirement to 
.identify with, great precision the us(i of revenue sharing funds will 
\prove to be another exami)le of a meaningless Federal re(iuirement. ' • 
\ Until now the r(j[)orting of j)roi)osed and actual us(i of re\enue 
^haring funds was done at the time recii)l(;nt governments received 
notice from Treasury of the iirriva4 of funds. This allocation of funds 
could oeeur at anyHirnc in a local gfiftT\Tjment's fiscal year. The bill, 
as written, would tie reporting and cirizen participation requirements 
to tho local budget process. Local governments must allocate revenue 
sharing funds at^ the^same t ime they alloc^ife their own resoiirf;es. 
While this objective is laudable, the ])roponents of this change Irave 
failed to account for the fact that 94 pcrf(Mit (see Kxhibit I) of the 
locxil governments of tliis country have budget cycles dillVVent from 
that or the Federal government. . ' ^ - 

Uniess over *ir>.()()0 rccii)it^nt governments 'change their fiscal cycles 
to correspond with the Fccbnil fiscal vear, which is neither reasonable 
nor dekii'able, it will not Irt^/fTossible for these, governments to comply 
in goorlifaith wit h this proviKjon. 

If t\m i-cqtiirement is ud\ changed, these governments will have 
to' if^sorl to accounting tpi^ks and gimmicks to meet the letter of tho 
law. ThiV result flies in tfie face of the Committee's intent to im|)rove 
meaninglinl citizen participation, planning and accountability for. the 
u>e of revenue sharing funds. * ' 

EXHIBIT I 

' " SUMMARY OF LOCAL GOVERNMrNT FISCAL YEARS 



3 ' 

Numbtrof Percent oC 

gove^nnicnls total 



Fiscal yiaf endine: 

Jan. 31 : . 14 • 

Feb. 29 ^ 1.034 2.7 

Mar. 31 . 7. 114 19.1 

. Apr. 30 . . / 1.267 3.3 

May 31 ^ . f . 61« 1.6 

luni 30 .\ . , 6, 885 18.5 



(Sopt.^O \ 2,252 6.0 

mv, 30 1. ■. . . . .. 102 .2 

Dec. 31 t 17.993 48.3 



Total V- ^ " 37,279 99.7 

Note: Mam point— 94 peccent of i\\ ItScaTgoveT^monts halvo fiscaL^years ending at a date dltfo^enJ from that of the Fed-, 
eral Govornment. 85 percent of all local governmeiHs have^iscal years ending at I of the following rfates : Mar. 31 , June 30, 
Dec. 31. 

Source: Dufoau of Census. 

Avdft'mg 7Tquivev)^i}fs ^ 

The Committee bill reqturcs' an audit of the entire recipient gov- 
ernment's finances "nither than just those ])i'ograms funded in whole or 
in part hv revenue sharing. V^^w majoi* local governnvents conduct 
audits of nil tlnMrvfinanres each year, ^[an<^ ])rograms are audited on 
athree or four year cyclic. To require that a major city lilvC New York 
or (^hicago com])letely nridit all of its linanx'e.^ y(»arly woirld .be an ex'- 
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pciii^ivo proposition rtMpiirin^^ I hMnciuloiis aiulit sdiffs prodncinV]^ tliick 
(lorinncnts tlint may linrdlv clinntrt' nuidi from ycarto y(Mir. / * . 

The (\jimniltec has not i'ocu.stHl on wliat is to Ix' (h)no witli tliisjuulit 
infonnatiori. doarly, tliis requirtMni'nt will yiold nnioh moiv than is 
n(M'(»s.sirv to (ictci'niinc compliance with i)ri)\isi()ns i^^ the Act. Hiis 
extra infonnadon is c(jinpile(l at ^ri'(»atj'ost which will serve no ])\ir- 
posc exrept. to increase the bui'den of Federal ]jjjf[)orw()i-k, 

The (\)imnittec Bill recjuires thai these linan(dal andits bo in nc- 
eordaneo with /jencrally accepted auditin^^ standards. Yet. it is not aL 
all clear that siudi standards exi.st in oi)erational form foi- State and 
hx'al ^ifovernnients. i r "ii 

Proponents of these audit standards ar^nie that such audits wi 
f^revent l()(»al ^^overmnents from, hnnkrujitcy similar to what b(Vlell 
New York Citv. 'I'he proponeids fail tf) address the fact that a^dit 
reports usuallv fail to confront the roallv im])ortant (juestions tJuit 
pertain to the fiscal solveney of State and lornl government. There aro 
many dillVrent wavs to estimate revenues^aiul expenses. Playin«r witli 
these techni(jues is the way some Slate and local governments bring 
their hudicets into ^'balance.** Audit repoils tend not to foens on the 
important (Hieslions of whet her u budtrel is actually in bulauce. whether 
esliinati-ng t(Mdmi(iues are valid, and whether the steps necesparv to 
achifvc or maintain balance of revemies antlpxpenses have been taken 
Oiilhe contrary, audit reports tend to focus only on whether funds 
have been (>xpended in the manner appro])riated. As a ecmsequenee. the 
important information promised by tlie author of this amen(hnent 
may never material i/.e. 

yondi.^crimi nation provlsioins ■ ^ 

Since the early l!)()Os, the Congress has repeHtedly enacted civil 
rights legislation* designed to bring the full power of P^leral enforce- 
ment meclianisms to bear on guaranteeing constitutionally protected, 
rights for all Afnerican citizens. Beginning with the historic ( ivil 
]{ight.s Act of 19(U, the Congress -^has. reaffirmed its .commitment to 
strong civil rights enforcement .through the Public Accommodat lous 
Act, the Equal Employment Act and the Voting Rights Act. 

When markup of the General Revenue Sharing extension i)roposals 
began in earnest early in 1970, a bipartisan effort was started to pro- 
vide an 'inii)roved nonVliscrimination provision commensurate with the 
scope of the General Revenue Sharhig program. Legitimate criticisni 
had been lodged against the OfTice of Revenue Sharing for its hack ot 
initiative in enforcing the nondiscrimination provision of the existing 
law. 

The basic goal of the Subcommittee was to ^^send the Office a Rcve- 
*nuo Sharing a message" that effective civil rights enforcement wa.s a 
principal goal of the Congress in it^ extension of the revenue sharing 
program. ' . 

The provisions wliich emerged from the Subcommittee on Intergov- 
ernmental Relations and Human Resources were extremely 'compre- 
hensive in tlM thev extended the nondiscritnination protections to all 
activities of local government unless it could he proved by clear and 
convincing evidence that revenue sharing funds were not used in the 
activity where the discrimination was alleged. 
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Tho fH'ovision (onlaiiu'd proccMhinil safo^uards for recipient pjov- 
oriuru»iits but simultaneously reniovexl (lijs(Mvtion from the Office o£ 
Revenue Sharing on the timing and degree of fund suspejision and/or 
termination. - , 

When the Full Committee on Government Operations met on May 
0. 1S)7(), an altei'iiat ive was approved that eliminated many of the pro- 
mhiral safeguards in the Subcommittee provisions. 

Principal among these modifications is a provision permitting the 
'suspension of revenue sharing funds on the basis of the filing of a civil 
action alleiring discrimination on the part of a rex^ipient government by 
the Attorney General of the Unitecl States WHETHEm OR NOT 
THE T\^E OF REVENUE SHARING FUNDS IS EVEN AL- 
LE(rEI). This provision places in perpetual doubt the continuation of 
revenue sliiiring funds to each recipient government. The conti^iuing 
threat ()f suspension would have a devastating impact on lo\ial budget 
planning and would placo^in continual jeopardy the deliver-y of serv- 
u*es to those most in need. - , ' 

Another provision of the nondiscrimination section modifil^d in the 
P^iU Committee requires the Attorney General to paitij^ipafco in all 
compliance agreements tfleveloped by tiie Department of Treasi^jry and 
the (')flice of I^evenue Sharing. This change was made despite tihe De- 
partment of Justice clearly stating that such an arrangement wAuhJ be 
an administrative nightmare which would undercut 'litigation the 
Justice Department might already be pursuing. \ 

Finally, the Committee agreed to a ])rovision.on private citizen suits 
which permits the awarding of attorney s fees only to the prjcvailing 
plaint iff, to erifg rce any provision of tjve Act. a 

The issue (Tl^ihc propriety of awarding attorney s fees is secondary. 
Th(» c(»ntral (lu^sfion is whether the'United States goverftmeht shall 
1)0 iij the ])()sit ion of defendant o*r plaintiff in civil rights enforcement 
cascfs. If the United States becomes a defendant in^very civil rights 
ca,se involving revenue sharing funds, its capacity to enforce iaw^s 
will 1>(» sevendy limited. The Justice Department's enff;)rcement pow- 
ders would be greatly strengthened if such private suits were author- 
ized against. State or locals governments, but not the Federal govern- 
ment. The role of the , Fust ice Department should be trie enforcoment 
of the (*i\'il rights ]:)rovision through litigation. The present provis- 
sions on ])n\'ate citizen suit« would se\erely limit that capacity. 

These modifications a improved by tjie Full Gonmiittee not im- 
pr()ve th(» o])erations f)f the revenue sharing program, nor will they 
enhance the civil rights enforcement record of the Office of Revenue 
Sharing (/ ?v'.9 tlje ])ro visions a])]) roved by the Snbcominittee. O^i 
the con-trary. they could substantially reduce t1»e number of Justice 
Department lawsuits sincc^. any discrimination alleged at^hd State or 
]f>cal le\-el will trigger* suspension of revenue shai'ing funds within 
45 days. 

f{.rfr}t.s'/'on of fhr^ Pa r/,9'/](fron Arf ^ 

Under PJ^. 0-2~5]-2, the original (leneral Revenue Sharing Act, the 
Drivis-Ba(*on wage standards were to be applied to any const met ion 
proji'ct of a reci])ient government wjjjncH received 25 pei^cent or moi'c 
of the funds for that ])roject from (l,eneral Revenue Sharing funds. 

The ])rovision approved by the Committee would apply to the 
Davis-Rjfcon provisions to all local construction projects, regardless 
of the perce^itage of revenue sharing funds -used. 
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Advocatos for tliis inodilicat io^i justiiitMl tlitMi* position by arming 
that some local firovcnunents had used lM- percent n;\Tiin(». nharin^^ • 
funds in constiTictioR to avoid the Davis-Hacon wa^^c rpiuiroments. 
While there has been little in the way of tlocnnnentat ion.of this chnr^re, 
the ('ommittre n^n-eod fo eliminate the 25 pereent re([uii*ement. 

The manner in whieh the Davis- Haeon 'Act is administered hy th(» 
Department of Labor is likely to drive the cost of constrvietioji beyoiid 
the reach of many small and modiimi size local govenmicnts. 

Studies by the (General Account in^^ Oilice havl> shown that T)n vis- 
^ Hacon Act adds from j to 15 ])ercent to the cost of construction.^ A 
>rurray L/Wiedc^nbaum, 'Irovernment Marulatcd Price Increases-A 
construction nrojejct of a Veterans Hospital was increased by )12 jum'- 
cent as a result of 1 )avis-r^acon and a public housin^r project in Florida 
by () {XM'cent - - « . . / . 

This issue for revenue sharing]; is not the vnli<lit'y of Davis-Bacon, 
but the jmpact of usin^^ rcvi'nue sharing as a vehicle for extending 
Fedej-nl regnilations and controP?5 over all facets of State and local 
goxrrmncMt act i vit ies. ' , 

(b'cr jialf of the IVJ.ODQ recipient goverjuncnts receive less than . 
$T.(M)i) annni\lly in revemie sliaring funds. In countless cases, extend- 
ing the a])pli('ability of Davis-Racon standards to all construcfion 
})r()iocts \)y these g()VTi'nnuMUj^_u'mj]d^^ 
. _ JJilUlJtij^-^-^^^^^ revenue sharing. 

Su/rplnn(^7it(il fiscal assiHtanrv 

" The Supplemental Fiscal Assistance Prov-ision allocates $150 million 
along thi) lines s]>ecihed in the Fascell fonnuhi, II.H. lO^Ui). 

Under the bill, as wi-itteiu tlie su|)plemental funds come from the 
cui'i'ent formula. The amoimt of money authof'i/.ed for the current 
or standard formula was the annualized amount of the last eiititlc' 
nuMit [)ei'iod. 'This supplemental appropriation is achieved ])y red'u(^iivg 
this funding level by %\t)0 million. This provision has the'etfecl of 
i'e(Uicing the stan(hii'd revenue sharing propram by $150 udllion, thus 
rethu^ing the standard revenue sharing allocation to afch recipient 
government. 

The form'ulA includes a ])Ovei-ty factor -which is achie.vcd by ^ibstitut-4 
ing llie percentage of people below t'lie poverty line, iii f)lace of the 
per capita uu'ome figui'e\that is nsed^ the current fornudn.^ 

Major proh/cnus irlth fhln h-u pjylnnrntaJ ji'^rdl mHj.^hmrr 
1. The decision to allocate an extra ''])ot" of numey t^ State and 
local governments to recvgnize ])articular needs is laudable. It is . 
questionable as to whetlvei' tjie Fascell formula is the best fiSi'uudn for 
(loingthis. * ^ ^ 

The question is: Which needs should be addressed that are not being 
•achlre.ssed under the ciu'rent law? The (;onunittec has never roally 
focused on this question. The formula for allocat ing^ this Supplemental 
' Fiscal Assistance- (loes not addresf^ many of the commonly recognized 
, i)roblems of State and local governmejit. 

' Spp Murray L, Wpldcnbnum. "Oov/'rnmeTit Man dn ted Price Inrrenses — A No^jlectcd 
Asport of liiflntlon," A.E.I. 1075, p. 02. 

2 ma., p. 62. 
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' For cxahiplc : 

a. The formula dovs not bonefnb the large urbah industrial Stato.s 
that lutve becJi impacted so sieverejy by the recession 

b. The formula does not favor States that have higlier than average 
unemployniont rates. (Exhibit II) 4 . .^-t>.v ^, . , 

c. Many cities in dire financial stbalt^ KoTjJJp-ecGave.Jjd^y^ 

funds at all. Otlier local governiiiQnt.y with no apiiiireift neeH get an 
increa.^^e in their allocations. 1 

For oxuniplc; Yonkers, ^^cw Yorlc which almost went bankrupt^ear- 
lier thi.s year would iHjceive no additional funds under tlie supple- 
mental atld-on provision. Yet Vail, Coloradcf which already hasa high 
per capita allocation would receive a IG percent increase in fund^ 

The Supplem^ental'* Assistance Provision does not recognize that the, 
respoiusibility for tiie provision af social services varies'from govern- 
ment to ^rovernniejit. In many oa.ses, there are four dilTereiit levels of 

frovernjnent : State, county, townships and municipalities.' Only one 
evel may have primary re.sponsibilij:ies for the provi.sion of social 
services. ^>,t, the proposal would dump money on all four levels re- 
ganUess of their ability to use tlie funds. 

Any supplement to the revenue sharing program that professes to 
apply money to social needs cannot afford to overlook the fact tluit 
only cei-tain levels of government have the responsibility of providing 
these services. 

In sunnn|;iry. applying this Supplemental Fiscal Assistance reduces 
the allocation to tjie current revenue sharing program to a leveljj^low 
th^t'current fnndin^r . level of fi.G.') annually (Entitlement PeiTM 7). 
This $ir)0 iTiillio?!! ig then reallocated on the basis of a fonnula that 
has not been the subject of much debate and may have serious distribu- 
tional Inofjuitiee. , ^ ' , v 

AhIBIT II 

1.MPACT OF SUPPLFMCNYaL FISCAL ASSISTANCF PROVISION ON STATES WITH UNEMPLOYMENT RATES HIGHER 
THAN THE NATIONAL AVERAGE "(NATIONAL /WERt\GE 8.3, DECEMBER 1975) 



State and local 'govirnmGnt 
losses 



Unem- 
ployment 
rate 



Oollar 
loss 
(thou- 
sands) 



Pftrrent 
riduc- 

tion 



Stati and local government 
gains 



Unem- 
ployment 
rate 



DolKir 



(thou- 
sands) 



Porfont 
sain • 



Mlfhlgan 
RhortP Island 
Florida 
Ccnnccticut 

New York 

New Jersey 

Maine 

Vermont . . 
Arimna 
raHfornia 
Ptnnsylvania . 
Washington 



P. 5 
P, 1 
11.7 
10. 5 
in 3 
9 9 
9 7 
9, 

9 4 
9 /I 



7 



l.R?4 

." r.\ 
1 m 

M8 

7P.'i 
2,774 
7SR 
349 
1.784 
13. 407 

1,790 



Total loss --25,327 



' In^n than 1.000 

» Loss tbwn I p«rrent' 



Massachusetts 11,8 

Oregon 10.4 

Alaska 9.6 

South Carolina 9. 5 

Delaware. .•. 9.5 

GMrjzia 8.7 

Montana R. 4 

Alabama 8. 4 

Total gain , 



1,2^0 
2,034 

300* 
1,817 

615 
3,116 

1.290 

10. 422 



O.G 
2.9 
3. 1 
1.9 
3. I 
2.2 
0) 
1,2 



Note main print. -'The siiPplemf ntary fisrrtl asM^Janrp provision does not benefit States that have been Sflvefely im- 
pacted by the rece^sirn. Of the 20 Strttes with higher tl'an aver.'>(rc unemployment rates, 12 of thtm fail to benefit from th Is 
supplemftfifflry assistance. This supplementary prnvitlon would deny them some $25,000,000 that would iaCcrue to them 
if the $150,000,000 were allocated under Ihe current formula. 
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Till'' It'irislat i\ (' piocc-,*. rcquii-cs that (liHVriii<r ])()ints of vie\\\C()nic 
to<r(»tJu'r 111 nrdor to acli posit i vc results. Hut, when llie proposals 
of some Ijcroiuc so coiilrai'v to the pur])0'-('s of an iudividiial pi(M'(* of 
l(')Lri>lat lull as to \ iolati' il.-Mtasir intent, t licM' j)roi)osa(s ca^i no l()njx(*i* * 
1»(' t lit' l)a-is of a<_M (a'MU'n( an<l ronipromiM'. Tlic anu-ndifuMils to n- venue 
.sliarin;^' (■\tcn>ion hill (li-<*ursi'(l in ( hisc H(hliti(jiial \'ie\vs represent 
sndi \-iolat Ions of t he i)i'o<ri anrs intent . i 

I^erhap--. some of tfu'M* amendments ar(» well intent ioned. 1 h^we vci*. 
taken indi\tdually or t()|,^ether, they represent (he coin-ersion of (Jen- 
eral Re\ ('nn(i Shai'in^^ into, a' hun'ti'iisome and convolutcil j)ro^ram 
^niaranteed to st i"an<rle the lifehjood from mo-t units'of State andtlocal 
^ovi*rnmcn( hy redurin^r op (d iininat injj; the. honelits lhat shotild floxy 
from Keclcral r(»\enue ^-hariii;^^ assistance. Neither the inlorest^ <i:roui )S 
.sup|)or( iiiij' tln'se amendments, uior the op])on^n(s of (ienera^ iievcmie 
Sharintr who have sup])orteil tUeiiuiii the name of reform, are ucll 
ser\-e(l h\- su'di iict ions. 

^\^'. the nndersio;iie(L sup])orle(l the Coiumit'toe Hill heeause of our 
stroii<r eominitment to the (i(»neral Kev(Miue Sharin^j; e(»iie(»pt, ainl he- 
eauAe it i- urirt'iit that. ( \)n<i:ress aet to extend this prop:ran:i. We arc 
eonfi(lentali:it the I 'nil JToiiso of "Rpf)resentat vies will see fit to modi fy 
ihe iniurif)[N p,ro\ isions that revenue. sharin<i: will eontinue (o e.xist 
as :t modcd n( F(M|eral cooperation- not of Federal inter ferenee- -wit h 
Slate a'nd hx'iil t^overnnients and ( liei !• eit izens, 

Fk.wk TIortov. 
JoiiN' X, >3RI,j:nbuhn'. 

JoiIV W. W^DLKH. 

^ " ('i.Ain:\('K j. HroVx. 

' . * r.\rr M( ('l<»siu:y, Jr, 

S \>r Stkh'.kr. 

■' • ' ( 'n.VULKS TllOXK.- 

JoKL rRTTCIIARO. 

Im*>wiv H. KoiOTriiF/: 
KoBKRT.W, Kartkx, ,fr. 
Wii.i,is T). Gkadison, Jr. 
Garry Brown. 
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ADDITrOXAL VIKWS OK IIOX. JOHN X. KKLKNBORN: 

' Tlio Diivi.s- Bacon Act wiis originally dt^si^nod (o insuro tho into^rity 
of union Vago sctilas in t^io. construi^t ion industry wlion* a throat of 
non-union eniployniont oxistod.Jt is. therefore, ironic, that a decision 
ma(le by tlic Full C'oniniittoc cxtondin|r Davis-Baron to all local con- 
strufiCion projcx'ts will result in dostrojing the integrity of the (hmi- 
eral Revenue Sharing program. 

*Wlien r^^venue sharing was originally enacted,, a provision of the 
law required the apj)licati()n of I>avis-']^a(;on wage standards wjiere 
25 peit'eilt of a local construction project was financed by revenue 
shai lifg funds. This provision, agreetl to after extensive negotiat ion.s 
with tlie interested- unions, was to protx'ct tfie union wage scales where 
substantial'Federal funds were involved. 

There wen? nuiny ^tenibers of (.'(mgress at the time of .the original 
enact meift who exprossc^d concern ut)out this provision?). I beUeve iti was" 
a Valid compromise and a%lliere to t hat view todays 

The -action taken by tim full ('onmiittee, however, is a potiuitial 
.disaster for many local governmonls. In a lie'cent sturly jniblished by 
'J*he Wl^iarton School of .Finance of the TIniveTrfity of Pennsyl vanla, 
Professor Ariuand J. Thiebolt, Jr. stongly criticizetl aify upplicabi lity 
of J)avis-Bacon. lie wrote in parti : s ^ ^ 

Withoutf (juestion, the ^eatest disadvantage of Davis- 
Bacon is its cost. Kxclusiw of' rKsidilal, multi[)ly'mg; or t»s- 
.calating tdfects, Davis-Bacon*" costs more \6 optM*ate than the 
whole federal judiciary' osf ablishjnont, hnd perhaps more to , 
rim than thc<^ntin> legislative branch ©i&governniont. A Very 
cojiservati vc estinuite would be one-quaHer i& one-half of a 
billion dollars per year in administration ahd cxce.ss con- 
struction costs over what a fi'-ee mai^^ w^ould pro.\ ifle.' To 
this estimate must be added the inflationaiy injipact wjiich 
Day is- Bacon creates by favoring union rates, wliich 'then 
s[)iead from govennnent construetion to private construction 
and hence establish an escalating supernfinimuni wage rate 
for the industry. Ineluding these effects might \vellj)rrng the 
total annual cost of the Davis-Ikcon Act to $1.5 bH^ion.^ 

^\niether Davis-]-^ncon standards are nppli(*al)le to all to^a:lVonst ruc- 
tion j)rojects is critical to 'ctTntinuation of many 'snj^all and medrunv 
siz(,nl gov(»nHnents in t he program. . ' 

Over 50 percent of the 30,000 recipients of revenue sJiariug funds 
receive less than $7,000. On an average $100,000 capital construction 
project by a local, community, an increase in cost in excess of 7, percent 
would eliminate any financial benefit of the program. , 

Studies by the Oeneral .Vccount ing Office have shnwn that the Davis- 
Bacon Act adds from 5 to 15 percent to tfie cost of l^nleral construct ion. 



Labor .Kolatlons and Public PoUcy Scrloa, "Tho^Dnvis Bncon Act," 1975, p, 170. 
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Professor YaLc Bvn/.vn of (lie I ^livciPKity of diirago has roportiMl 
(hut in iiuiuv instances tlje T.S: Uepart.nuMit of ^.uhor, wliichj^cts tiie 
^•iniiiiinum sca-iy of union \my for Fodoral projoct's, usts li^niras that ^ 
aro h-i^zhcr than tliose provailinji,^ in tlie area where the work is hviixfr 
done. In r>U pci'cejit ut th<' cases, tlie Labor DepUrtiiuvnt used union 
ha(e^. ft;oni a country other tharf that in wliieli (lie work 'was l)ein<^^ 
done.* . . 

Such excessive upward prv.ssui'e oji construction cf)^^ts can only force 
uuuiy units of local govenunent out of the revenue sharping program. 
'rho*iin|)a(t of this on the econoauy of those areas which would be 
forced to refuse reveiuic sharin<^ funds can only serve to drive down 
pay scales as the governiuents cut construct ion projects and other 
apital cxpenditurCvS. 

Tito Davis-Hacon ])rovisjon in the o.xistiuL^ law is sufficiently stron<,^ 
to protect the ri/^dit.s of luiion pay .scales. It shouhl be preserved in 
the bill to which the J louse of Representatives ultiniat'ely a/L^rees. 

John N. Eklknboux. ' 
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